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86rH Concress | HOUSE OF REPRESENTATIVES REpPor?T 
Ist Session j No. 641 





AMENDING THE DISTRICT OF COLUMBIA BUSINESS 
CORPORATION ACT 


Jury 9, 1959.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. McMI.uan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S. 660] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 660) to amend the District of Columbia Business Corpora- 
tion Act, having considered the same, report favorably thereon without 
amendment and recommend that the bill (S. 660) do pass. 

The purpose of this bill is to amend the District of Columbia Busi- 
ness Corporation Act, approved June 8, 1954, to make the specific 
changes which are enumerated below: 

Section 1 of the bill amends section 11 of the act to provide a pro- 
cedure for resignation by registered agents of domestic corporations. 

Section 2 amends section 14 of the act to add to the permissible var- 
lations between different series of shares of the same class. It author- 
izes Variations in the time of payment and the dates from which divi- 
dends on cumulative stock shall be accumulative, and in the extent of 
other participation rights, if any; also, in the right to vote with holders 
of shares of any other series or class, and the right to vote as a class, 
either generally or as a condition to specified corporate action. 

Section 3 amends section 20 of the act by adding a provision to re- 
lieve a corporation of the necessity of printing on a stock certificate a 
summary or full statement of (a) limitations and restrictions upon 
transferability or (6) the designations, preferences, limitations, etc., 
relating to shares covered by the certificate, but provides that a state- 
ment shall be printed on each stock certificate that a summary or full 
statement of such restrictions will be furnished upon request of the 
shareholder. 

Section 4 amends section 22 of the act to provide a method for estab- 
lishing that shares of a corporation which have been issued for more 
than 12 years are fully paid and nonassessable. 
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2 AMENDING THE D.C. BUSINESS CORPORATION ACT 


Section 5 amends section 26 of the act to permit a different period 
of notice of shareholders’ meetings than is now specified in the act if 
the bylaws of the corporation provide for such different period. 

Section 6 amends section 29 of the act by clarifying rules with re- 
spect to (a) the status of a proxy purporting to be executed by a corpo- 
ration, (b) the voting of shares standing in the name of a partnership 
and the status of a proxy purportedly” executed by the partnership, 
and (c) the voting of shares standing in the name of two or more per- 
SONS as joint tenants, tenants in common, or tenants by the entirety. 

Section 7 amends section 31 of the act to make it clear that when a 
quorum is present at a shareholders’ meeting, the affirmative vote of 
the majority of shares represented and entitled to vote shall be con- 
trolling unless a larger vote or voting by classes is required by the act 
or the articles of incorporation. ‘lhe provision is subject to the 
exception that in elections of directors, persons receiving the greatest 
number of votes shall be deemed elected. 

Section 8 amends section 35 of the act to provide that a vacancy 
occurring in a board of directors (other than by reason of an increase 
in the number of directors) may be filled by affirmative vote of a 
majority of the remaining directors, though less than a quorum, unless 
the articles of incorporation provide some different manner of filling 
the vacancy, such provision shall control. 

Section 9 amends subsection (c) of section 42 of the act to provide 
that a director shall not be liable under either subparagraph 1 or 2 
of section 42(a) of the act if he relied and acted in good faith upon 
financial statements of the corporation represented (as well as certified) 
in a written report of an independent public or certified public account- 
ant or firm of such accountants to fairly reflect the financial condition 
of such corporation. (Sec. 42(a)(1) makes directors liable for assent- 
ing to the declaration of a dividend or other distribution of assets 
contrary to the provisions of the act or restrictions contained in the 
articles of incorporation, and sec. 42(a)(2) makes them liable for 
assenting to such a dividend or distribution which renders the corpora- 
tion insolvent or reduces its net assets below its stated capital.) 
Section 9 also amends section 42 by adding a new subsection setting a 
3-year period of limitations on any suit brought against a director on 
any liability imposed by the act. 

Section 10 amends subsection (d) of section 45 of the act to require 
a stockholder submitting a request for a statement of the affairs of 
the corporation to state the purpose of his request. 

Section 11 amends subsection (a) of section 90 of the act to provide 
for two additional instances in which the U.S. District Court for the 
District of Columbia may order the liquidation of a corporation. The 
added situations are (a) deadlock of directors which the shareholders 
are unable to break and which causes or threatens irreparable injury 
to the corporation, and (6) deadlock in voting power of shareholders 
with resulting inability to elect new directors at two consecutive 
annual meetings. 

Section 12 amends subsection (a) of section 98 of the act to require 
the annual report of a domestic corporation to give the address of its 
principal office in the District, is such office is other than its registered 
office. 

Section 13 amends section 103 of the act to provide that the appli- 
cation of a foreign corporation for a certificate of authority to transact 


rere oon 


————————————— 





iod 
L if 


D0- 
nlp 
ip, 


er- 
na 

of 
on- 
Act 
the 
est 


cy 
Ase 
f a 
eSS 
ing 


ide 
ea 
on 
od) 
nt- 
on 
nt- 
ets 
she 
for 
ra- 
il.) 
r a 
on 


ire 
of 


ide 
she 
‘he 
ers 
Wy 
ers 
ive 
ire 
its 


‘ed 


yli- 
act 
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business in the District of Columbia shall contain a brief statement of 
the business the corporation proposes to transact in the District (the 
purposes for which the corporation is organized appear in the articles 
of incorporation which are required to be filed with the C ommissioners). 
The section also eliminates provisions requiring the names of the 
States in which such corporation is admitted to transact business 
and the requirement to give detailed information as to its authorized 
and issued shares. 

Section 14 amends section 107 of the act to provide a procedure for 
resignation of the registered agent of a foreign corporation. 

Section 15 amends section 108 of the act to provide that a foreign 
corporation transacting business in the District without a certificate 
of authority is deemed to have made itself subject to substituted 
service of process on the Commissioners as its agent. A clarifying 
change is made in subsection (a) of section 108. 

Section 16 amends section 112 of the act by eliminating the re- 
quirement that the annual report of a foreign corporation contain 
the names of the States in which the corporation is qualified to 
transact business and to give details as to its authorized and issued 
shares. 

Section 17, by adding new section 148 to this act, authorizes the 
use the certified mail wherever the act now authorizes or requires use 
of registered mail. 

By adding new section 149 to this act, provides that all legal pro- 
ceedings and prosecutions required by the act shall be conducted by 
the Office of the Corporation Counsel for the District of Columbia. 

By adding new section 150 to this act, provides that the Recorder 
of Deeds, after public notice and 180 days after the effective date of 
this section, destroy all duplicate original corporation papers filed in 
his office pursuant to this act prior to October 2, 1957. Provision is 
made that any corporation shall be entitled to the return to it of any 
paper authorized by this section to be destroyed upon written request 
to the Recorder of Deeds accompanied by a fee in the amount of $1. 

Section 18 provides that this act shall take effect on the 60th day 
after the date of its enactment. 

The bill has the approval of the Commissioners of the District of 
Columbia and the District of Columbia Bar Association. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


(68 Srat. 177; 77 Srat. 569) 

Sec. 11. (a) A corporation may change its registered office or 
change its registered agent, or both, by filing with the Commissioners 
a statement setting forth— 

(1) the name of the corporation; 
(2) the address, including street and number, if any, of its 
then registered office; 
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(3) if the address of its registered office be changed, the 
address, including street and number, if any, to which the reg- 
istered office is to be changed; 

(4) the name of its then registered agent; 

(5) if its registered agent be changed, the name of its successor 
registered agent; 

(6) that the address of its registered office and the address of 
the business office of its registered agent as changed, will be 
identical; and 

(7) that such change was authorized by resolution duly adopted 
by its board of directors or was authorized by an officer of the 
corporation duly empowered to make such change. 

(b) Such statement shall be executed in duplicate by the corporation 
by its president or a vice president, and verified by him, and the cor po- 
rate seal shall be thereto affixed, attested by its secretary or an assist- 
ant secretary, and delivered to ‘the Commissioners. If the Commis- 
sioners find that such statement conforms to the provisions of this Act, 
they shall: 

(1) endorse on each of such duplicate originals the word “Filed”, 
and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) return the other duplicate original to the corporation or its 
representative. 

(c) The change of address of the registered office, or the change of 
registered agent, or both, as the case may be, shail become effective 
upon the filing of such statement by the Commissioners. 

(d) Any registered agent of a corporation may resign as such agent 
upon filing a written notice thereof, executed in triplicate, with the Com- 
missioners, who shall forthwith mail one cupy thereof to the corporation 
at its registered office and another copy thereof to the corporation at its 
principal office in the District as shown on the records of the Commis- 
stoners. The appointment of such agent shall terminate upon the ex- 
piration of thirty days after receipt of such notice by the Commissioners 
or upon the appointment of a successor agent becoming effective, whichever 
occurs first. No fee or charge of any kind shall be imposed with respect 
to a filing under this subsection. 

Sec. 14. (a) If the articles of incorporation so provide, the shares of 
any silted to special class may be divided into and issued in series. 
If the shares of any such class are to be issued in series, then each 
series shall be so designated as to distinguish the shares thereof from 
the shares of all other series and classes. Any or all of the series 
of any such class and the variations in the relative rights and prefer- 
ences as between different series may be fixed and determined by the 
articles of sncorporation: Provided, That all shares of the same class 
shall be identical except as to the following relative rights and pref- 
erences, in respect of any or all of which there may be variations 
between the different series: 

(1) The rate of dividend[.], the time of payment and the dates 
from which dividends on cumulative shares shall be accumulative, 
and the extent of other participation rights, if any. 

(2) The price at and the terms and conditions on which shares 
may be redeemed. 

(3) The amount payable upon shares in event of involuntary 
liquidation. 
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(4) The amount payable upon shares in event of voluntary 
liquidation. 

(5) Sinking-fund provisions for the redemption or purchase of 
shares. 

(6) The terms and conditions on which shares may be con- 
verted, if the shares of any series are issued with the privilege of 
conversion. 

(7) Any right to vote with holders of shares of any other series or 
class and any right to vote as a class, either generally or as a condi- 
tion to specified corporate action. 

(b) If the articles of incorporation shall expressly vest authority 
in the board of directors, then, to the extent that the articles of incor- 
poration shall not have established series and fixed and determined 
the variations in the relative rights and preferences as between series, 
the board of directors shall have authority to divide any or all of such 
classes into series and, within the limitations set forth in this section, 
fix and determine the relative rights and preferences of the shares of 
any series so established: Provided, That such authority of the board 
of directors shall be subject to such further limitations, if any, as are 
stated in the articles of incorporation and shall always be subject to 
the limitation that the board of directors shall not create a sinking 
fund in respect of any series unless provision for a sinking fund at least 
as beneficial to all issued and outstanding shares of the same class 
shall either then exist or be at the same time created. 

(c) In order for the board of directors to establish a series, where 
authority so to do is contained in the articles of incorporation, the 
board of directors shall adopt a resolution setting forth the designa- 
tion of the series and fixing and determining the relative rights and 
preferences thereof, or so much thereof as shall not be fixed and 
determined by the articles of incorporation. 

(d) Prior to the issue of any shares of a series established by 
resolution adopted by the board of directors, the corporation shall file 
with the Commissioners a statement setting forth— 

(1) the name of the corporation; 

(2) a copy of the resolution establishing and designating the 
series, and fixing and determining the relative rights and prefer- 
ences thereof; 

(3) the date of adoption of such resolution; 

(4) that such resolution was duly adopted by the board of 
directors. 

(e) Such statement shall be executed in duplicate by the corporation 
by its president or a vice president, and verified by him, and the cor- 
porate seal shall be thereto affixed, attested by its secretary or an 
assistant secretary, and shall be delivered to the Commissioners. If 
the Commissioners find that such statement conforms to law, they 
shall, when all franchise taxes, fees, and charges have been paid as in 
this Act prescribed— 

(1) endorse on each of such duplicate originals the word 
“Filed’’, and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) return the other duplicate original to the corporation or its 
representative. 

(f) Upon the filing of such statement by the Commissioners, the 
resolution establishing and designating the series and fixing and 
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determining the relative rights and preferences thereof shall become 
effective. 
CERTIFICATES REPRESENTING SHARES 


Sec. 20. (a) The shares of a corporation shall be represented by 
certificates signed by the president or a vice president and the secre- 
tary or an assistant secretary and sealed with the seal of the corpora- 
tion. Such seal may be a facsimile. Where such a certificate is 
countersigned by a transfer agent other than tue corporation itself 
or an employee of the corporation, or by a transfer clerk and registered 
by a registrar, the signatures of the president or vice president and 
the secretary or assistant secretary upon such certificate may be fac- 
similes. In case any officer who has signed or whose facsimile signa- 
ture has been placed upon such certificate shall have ceased to be such 
officer before such certificate is issued, it may be issued by the corpora- 
tion with the same effect as if such officer had not ceased to hold such 
office at the date of its issue. 

[(b) Every certificate representing shares issued by a corporation 
which is authorized to issue shares the transferability of which is 
restricted or limited shall state upon the face or back thereof, in full 
or in the form of a summary, all of the limitations and restrictions 
upon the transferability thereof. 

[(c) Every certificate representing shares issued by a corporation 
which is authorized to issue shares of more than one class shall state 
upon the face or back thereof, in full or in the form of a summary, 
all of the designations, preferences, limitations, and relative rights 
of the shares of each class authorized to be issued, and, if the corpora- 
tion is authorized to issue any preferred or special class in series, the 
variations in the relative rights and preferences between the shares 
of each such series so far as the same have been fixed and determined 
and the authority of the board of directors to fix and determine the 
relative rights and preferences of subsequent series. ] 

(b) Notwithstanc ding the provisions of section 15 of the Act entitled 
“An Act to regulate in the District of ¢ ‘olumbia the transfer of shares of 
stock in corporations and to make unifor m the law with reference thereto’, 
approved December 23, 1944 (58 Stat. 927, D.C. Code, sec. 28-2 2915), 
every certificate represe nting oe the transferability of which is restricted 
or limited shall state wpon the face thereof that the transferability of such 
shares is restricted or limited and upon the face or back thereof shall either 
set forth a full or summary statement of any such restriction or limitation 
upon the transferability of such shares or shall state that the corporation 
will furnish to any shareholder wpon request and without charge such full 
or summary statement. 

(c) Subject to the provisions of subsection (b) of this section, every cer- 
tificate representing shares issued by a corporation which is authorized to 
issue shares of more than one class shall set forth upon the face or back 
thereof, or shall state that the corporation will furnish to any shareholder 
upon request and without charge, a full or summary statement of the 
designations, preferences, limitations, and relative rights of the shares of 
each class authorized to be issued, and, if the corporation is authorized to 
issue any preferred or special class in series, the variations in the relative 
rights and preferences between the shares oy each such series 80 far as the 
same have been fixed and determined and the authority of the board of 
directors to fix and determine the relative rights and preferences of sub- 
sequent series. 
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(d) Each certificate representing shares shall also state— 

(1) that the corporation is organized under the laws of the 
District of Columbia; 

(2) the name of the person to whom issued; 

(3) the number and class of shares which such certificate 
represents; 

(4) the par value of each share represented by such certificate, 
or a statement that the shares are without par value. 

(e) No certificate shall be issued for any share until such share is 
fully paid. 

(f) As to corporations availing themselves of the provisions of sec- 
tion 141 of this Act, the provisions of this section 20 shall be applicable 
only to the shares of such corporations issued subsequent to such 
reincorporation or incorporation. 


LIABILITY OF SUBSCRIBERS AND SHAREHOLDERS 


Src. 22. (a) A holder of or a subscriber to shares of a corporation 
shall be under no obligation to the corporation or its creditors with 
respect to such shares other than the obligation to pay to the corpora- 
tion the full consideration for which said shares were issued or to be 
issued, which, as to shares having a par value, shall be not less than 
the par value thereof. Any person becoming an assignee or transferee 
of shares or of a subscription for shares in good faith and without 
knowledge or notice that the full consideration therefor has not been 
paid shall not be personally liable to the corporation or its creditors 
for any unpaid portion of such consideration. 

(b) No person holding shares as executor, administrator, conserva- 
tor, guardian, trustee, assignee for the benefit of creditors, or receiver 
shall be personally liable as a shareholder, but the estate and funds in 
the hands of said executor, administrator, conservator, guardian, 
trustee, assignee, or receiver shall be so liable. No pledgee or other 
holder of shares as collateral security shall be personally liable as a 
shareholder. 

(c) Where i cannot be determined that shares which have been issued 
and outstanding for more than twelve years are fully paid and nonassessa- 
ble, a determination by the board of directors that the net assets of a cor- 
poraiion applicable to such shares have a fair value at least equal to the 
stated capital represented by such shares, shall, in the absence of fraud, 
have the same effect as if such shares had been issued in consideration 
of such net assets wpon such a determination made at the time of issuance, 
except that no such determination shall affect any rights of any then 
existing creditors. 


NOTICE OF SHAREHOLDERS’ MEETINGS 


Sec. 26. Except as provided in section 134 hereof, written or printed 
notice stating the place, day and hour of the meeting, and, in case 
of a special meeting, the purpose or purposes for which the meeting 
is called, shall, in the absence of a provision in the bylaws specifying a 
different period of notice, be delivered not less than ten nor more than 
fifty days before the date of the meeting, either personally or by 
mail, by or at the direction of the president, the secretary, or the 
officer or person calling the meeting, to each shareholder of record 
entitled to vote at such meeting. 
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VOTING OF SHARES BY CERTAIN HOLDERS 


Sec. 29. (a) Shares standing in the name of another corporation 
mav be voted by such officer, agent, or proxy as the bylaws of such 
corporation may prescribe, or, in the absence of such provision, as 
the board of directors of such corporation may determine. A prozy 
purporting to be executed by a corporation shall be presumed to be valid 
and the burden of proving invalidity shall rest on any challenger. 

(b) Shares standing in the name of a deceased person may be voted 
rth his administrator or executor, either in person or by proxy. Shares 
standing in the name of a guardian, conservator, or trustee may be 
voted by such fiduciary, either in person or by proxy, but no guardian, 
conservator, or trustee shall be entitled, as such fiduciary, to vote 
shares held by him without a transfer of such shares into his name. 

(c) Shares standing in the name of a receiver or a trustee in bank- 
ruptcy may be voted by such receiver or trustee, and shares held by 
or under the control of a receiver or a trustee in bankruptcy may be 
voted by such receiver or trustee without the transfer thereof into his 
name if authority so to do be contained in an appropriate order of the 
court by which such receiver or trustee in bankruptcy was appointed. 

(d) Except as otherwise provided in section 27, a shareholder whose 
shares are pledged shall be entitled to vote such shares until the shares 
have been transferred into the name of the pledgee, and thereafter 
the pledgee shall be entitled to vote the shares so transferred. 

(e) Shares standing in the name of a partnership may be voted by any 
partner. A proxy puporting to be executed by a partnership shall be 
presumed to be valid and the burden of proving invalidity shall rest on 
any challenger. 

(f) Shares standing in the name of two or more persons as joint 
tenants, or tenants in common, or tenants by the entirety, may be voted 
in person or by proxy by any one or more of such persons. If more than 
one of such tenants shall vote such shares, the vote shal! be divided among 
them in proportion to the number of such tenants voted in person or by 
proxy unless a different apportionment of the vote is requested by such 
tenants. 

QUORUM OF SHAREHOLDERS 


Sec. 31. (a) Unless otherwise provided in the articles of incorpora- 
tion or bylaws, a majority of the outstanding shares having voting 
power, represented in person or by proxy, shall constitute a quorum 
at a meeting of shareholders: Provided, That in no event shall a 
quorum consist of less than one-third of the outstanding shares having 
voting power. 

(b) The shareholders present at a duly organized meeting may 
continue to do business until adjournment, notwithstanding the 
withdrawal of enough shareholders to leave less than a quorum. 

(c) If a meeting cannot be organized because a quorum has not 
attended, those present may adjourn the meeting from time to time 
until a quorum is present when any business may be transacted that 
may have been transacted at the meeting as originally called. 

(d) If a quorum is present, the affirmative vote of the majority of the 
shares represented at the meeting and entitled to vote on the subject matter 
shall be the act of the shareholders, unless the vote of a greater number, or 
voting by classes, is required by this Act or the articles of incorporation, 
and except that in elections of directors, those receiving the greatest num- 
ber of votes shall be deemed elected even though not receiving a majority. 
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VACANCIES 


Sre. 35. Any directorship to be filled by reason of an increase in 
the number of directors may be filled by election at an annual meeting 
or at a special meeting of shareholders entitled to vote called for that 
purpose. Any vacancy occurring in the board of directors for any 
cause other than by reason of an increase in the number of directors 
may be filled [bv the board of directors] by affirmative vote of a ma- 
gority of the remaining directors, though less than a quorum of the board 
of directors, unless the articles of incorporation otherwise provide. A 
director elected to fill a vacancy shall be elected for the unexpired 
term of his predecessor in office. 


LIABILITY OF DIRECTORS IN CERTAIN CASES 


Sec. 42. (a) In addition to any other liabilities imposed by law 
upon direc Ra of a corporation— 

(1) directors of a corporation who vote for or assent to the 
declaration of any dividend or other distribution of the assets of 
2 corporation to its shareholders contrary to the provisions of this 
Act, or contrary to any restrictions contained in the articles of in- 
corporation, shall be jointly and severally liable to the corporation 
for the amount of such dividend which is paid or the value of 
such assets which are distributed in excess of the amount of such 
dividend or distribution which could have been paid or distributed 
without a violation of the provisions of this Act or any restrictions 
in the articles of incorporation; 

(2) the directors of a corporation who vote for or assent to the 
declaration of any dividend or other distribution of assets of a 
corporation to its shareholders which renders the corporation in- 
solvent or reduces its net assets below its stated capital shall be 
jointly and severaliy liable to the corporation for the amount of 
such dividend which is paid or the value of such assets which are 
distributed, to the extent that the corporation is thereby rendered 
insolvent or its net assets are reduced below its stated capital; 

(3) the directors of a corporation who vote for or assent to 
any distribution of assets of a corporation to its shareholders 
during the liquidation of the corporation without an adequate 
provision for, or the payment and discharge of, all debts, obliga- 
tions, and liabilities of the corporation shall be jointly and sev- 
erally liable to the corporation for the amount of such dividend 
which is paid or the value of such assets which are distributed, 
to the extent that such debts, obligations and liabilities of the 
corporation are not thereafter paid and discharged; 

(4) the directors of a corporation who vote for or assent to the 
making of a loan to an officer or director of the corporation shall 
ne jointly and severally liable to the corporation for the amount 
of nen loan until the repayment thereof. 

(b) A director of a corporation who is present at a meeting of its 
board of directors at which action on any corporate matter is taken 
shall be conclusively presumed to have assented to the action taken 
unless his dissent shall be entered in the minutes of the meeting or 
unless he shall file his written dissent to such action with the person 
acting as the secretary of the meeting before the adjournment thereof 



































10 AMENDING THE D.C. BUSINESS CORPORATION ACT 


or shall forward such dissent by registered mail to the secretary of 
the corporation immediately after the adjournment of the meeting. 
Such right to dissent shall not apply to a director who voted in favor 
of such action. 

(ec) A director shall not be liable under either subparagraph (1) or 
(2) of this section if he relied and acted in good faith upon a sehen a 
sheet and profit-and-loss statement of the corporation represented to 
him to be correct by the president or the officer of such corporation 
having charge of its books of account, or certified by or otherwise 
represented in a written report of an independent public or certified 
public accountant or firm of such accountants to fairly reflect the 
financial condition of such corporation, nor shall he be so liable if in 
good faith in determining the amount available for any such dividend 
or distribution he considered the assets to be of their book value. 

(d) Any director against whom a claim shall be asserted under or 
pursuant to this section, and who shall be held liable thereon, shall be 
entitled to contribution from the other directors who are likewise 
liable thereon, 

(e) Any director against whom a claim shall be asserted under or 
pursuant to this section for the improper declaration of a dividend 
or other distribution of assets of a corporation and who shall be held 
liable thereon, shall be entitled to contribution from the shareholders 
who knowingly accepted or received any such dividend or assets, in 
proportion to the amounts received by them, respectively. 

(f) No suit shalt be brought against any director for any liahi lity 
imposed by this Act except within three years after the right of action 
shall accrue. 

BOOKS AND RECORDS 


Sec. 45. (a) Each corporation shall keep correct and complete books 
and records of account and shall also keep minutes of the proceedings 
of its shareholders and board of directors; and shall keep at its reg- 
istered office or principal place of business, or at the office of its trans- 
fer agent or registrar, a record of its shareholders, giving the names 
and addresses of ali shareholders and the number and class of the 
shares held by each. 

(b) Any person or persons who shall be the holder or holders . 
record of at least 5 per centum of all the outstanding shares of 
corporation shall have the right to examine, in person, or by age nt 
or attorney, at any reasonable time or times, for any proper purpose, 
its record of shareholders and to make extracts therefrom. 

(c) A holder of a voting-trust certificate evidencing an interest in 
a voting trust conforming to the provisions of this Act shall have the 
same rights as a shareholder to examine and make extracts from the 
record of shareholders of the cor poration. 

(d) If any person or persons holding in the aggregate 5 per centum 
or more of all of the outstanding shares of a corporation shall present 
to any officer, director, or registered agent of the corporation a written 
request, stating the purpose thereof, for a statement of its affairs, it 
shall be his duty to make or procure such a statement sworn to by 
the president or a vice president or by the treasurer or an assistant 
treasurer, embracing a particular account of its assets and liabilities 
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in detail, and to have the same ready and on file at the registered office 
of the corporation within thirty days after the presentation of such 
request. Such statement shall at all times during business hours be 
open to the inspection of any shareholder and he ‘shall be entitled to 
copy the same. 

(e) Any corporation whose officers or agents shall refuse to allow 
any such shareholder, entitled under the provisions of this section to 
examine the record of shareholders, or his agent or attorney, so to 
examine and make extracts from its record of shareholders, for any 
proper purpose. shall be lable to such shareholder in a penalty of $50, 
in addition to any other damages or remedy afforded him by law. 
It shall be a defense to any action for penalties under this section that 
the person suing therefor has within two years sold or offered for sale 
any list of shareholders of such corporation or any other corporation 
or has aided or abetted any person in procuring any list of shareholders 
for any such purpose, or has improperly used any information secured 
through any prior examination of the record of shareholders of such 
corporation or any other corporation. 

(f) Nothing herein contained shall impair the power of any court of 
competent jurisdiction, upon proof by a shareholder of proper purpose, 
irrespective of the period of time during which such shareholder shall 
have been a shareholder of record, and irrespective of the number of 
shares held by him, to compel by mandamus or otherwise the produc- 
tion for examination by such shareholder of the books and records of 
account, minutes, and record of shareholders of a corporation. 


JURISDICTION OF COURT TO LIQUIDATE ASSETS AND BUSINESS OF 
CORPORATION 


Sec. 90. (a) The United States District Court for the District of 
Columbia shall have full power to liquidate the assets and business 
of a corporation— 


(1) upon application by a corporation which has filed a state- 
ment of intent to dissolve, as provided in this Act, to have its 
liquidation continued under the supervision of the court; 

(2) when an action has been commenced by the Commissioners 
to dissolve a corporation and it is made to appear that liquidation 
of its business and affairs should precede the entry of a decree of 
dissolution[. J; 

(3) in an action by a shareholder when it is established that the 
directors are deadlocked in the management of the corporate affairs 
and the shareholders are unable to break the deadlock, and that 
irreparable injury to the corporation is being suffered or is threatened 
by reason thereof; 

(4) in an action by a shareholder when it is established that the 
shareholders are deadlocked in voting power and for that reason have 
been unable at two consecutive annual meetings to elect successors to 
directors whose terms had expired. 

(b) Proceedings under this section shall be brought in the United 
States District Court for the District of Columbia. 

(c) It shall not be necessary to make shareholders parties to 
any such action or proceeding unless relief is sought against them 
personally, 
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ANNUAL REPORT OF DOMESTIC CORPORATION 


Sec. 98. (a) Each corporation shall file with the (ommissioners, 
on or before April 15 of each year, an annual report setting forth 

(1) the name of the corporation, the address, inc ‘luding street 
and number, if any, of its registered office in the District of 
Columbia, and the name of its registered agent at such address; 

(2) the address, including street and number, it any, of its 
principal office in the District, if such office is other than its registered 
office; 

[2] (3) the names and respective addresses, including street 
and number, if any, of its directors and officers: 

[3] (4) a ‘brief statement of the character of the business in 
which the corporation is actually engaged; 

[4] (5) a statement of the aggregate number of shares which 
the corporation has authority to issue, itemized by classes, par 
value of shares, shares without par value, and series, if any, 
within es ae 

[5] (6) a statement of the aggregate number of issued shares, 
itcmlaed & classes, par value of shares, shares without par value 
and series, if any, within a class. 

(b) Such annual reports shall be made on forms prescribed and fur- 
nished by the Commissioners, and the information therein contained 
shall be given as of the date of the execution of the report. 

(c) It shall be executed by the corporation by its president, vice 
president, secretary, assistant secretary, or treasurer, and verified by 
the officer executing the report, and the corporate seal shall be thereto 
affixed. 

APPLICATION FOR CERTIFICATE OF AUTHORITY 


Sec. 103. A foreign corporation may procure a certificate of au- 
thority to transact business in the District by making application 
therefor to the Commissioners, which application shall set forth— 

(a) The name of the corporation and the State under the laws of 
which it is organized. 

(b) If the name of the corporation does not contain one of the 
words “corporation”, “company”, “incorporated”’, “‘limited’’, or does 
not contain an abbreviation of one of such words, then the name of 
the corporation with the word or abbreviation which it elects to add 
thereto for use in the District. 

(c) The date of its incorporation and the period of its duration. 

(d) The address, including street and number, if any, of its prin- 
cipal office in the State under the laws of which it is organized. 

(e) The address, including street and number, if any, of its pro- 
posed registered office in the District, and the name of its proposed 
registered agent in the District at such address. 

{(f) The name or names of the State or States, if any, in which it 
is admitted or qualified to transact business. ] 

[(g) The purpose or purposes for which it was organized and which 
it proposes to pursue in the transaction of business in the District. ] 
(f) A brief statement of the business it proposes to transact in the 
District. 

[(h)] (9) The names and respective addresses, including street and 
number, if any, of its directors and officers. 
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[(i) A statement of the aggregate number of shares which is has 
authority to issue, itemized by classes, par value of shares, shares 
without par value, and series, if any, within a class.J 

[(j) A statement of the aggregate number of its issued shares item- 
zed by classes, par value of shares, shares without par value, and 
series, if any, within a class. J 

£(k)J (hk) Such additional information as may be necessary or appro- 
priate in order to enable the Commissioners to determine whether 
such corporation is entitled to a certificate of authority to transact 
business in the District. Such application shall be made on forms 
prescribed and furnished by the Commissioners and shall be executed 
in duplicate by the corporation by its president or a vice president, 
and verified by him, and the corporate seal shall be thereto affixed, 
attested by its secretary or an assistant secretary. 


CHANGE OF. REGISTERED OFFICE OR REGISTERED AGENT OF FOREIGN 
CORPORATION 


Sec. 107. (a) A foreign corporation may from time to time change 
the address of its registered office. A foreign corporation shall change 
its registered agent if the office of registered agent shall become vacant 
for any reason, or if its registered agent becomes disqualified or 
incapacitated to act, or if it revokes the appointment of its registered 
agent. 

(b) A foreign corporation may change the address of its registered 
office or change its registered agent, or both, by filing with the Com- 
missioners a statement setting forth— 

(1) the name of the corporation; 

(2) the address, including street and number, if any, of its 
then registered office; 

(3) if the address of its registered office be changed, the address 
including street and number, if any, to which the registered office 
is to be changed; 

(4) the name of its then registered agent; 

(5) if its registered agent be changed, the name of its successor 
registered agent; 

(6) that the address of its registered office and the address of 
the business office of its registered agent, as changed, will be 
identical; 

(7) ) that such change was authorized by resolution duly 
adopted by the board of directors or was authorized by an 
officer of the corporation duly empowered to make such change. 

(c) Such statement shall be executed in duplicate by the corpora- 
tion by its president or a vice president, and verified by him, and the 
corporate seal shall be thereto affixed, attested by its secretary or an 
assistant secretary, and shall be delivered to the Commissioners. If 
the Commissioners find that such statement conforms to the pro- 
visions of this Act, they shall— 


(1) endorse on each of such duplicate originals the word 
“Filed’”’, and the month, day, and year of the filing thereof, 

(2) file one of such duplicate originals i in their offic e; 

(3) return the other duplicate original to the corporation or its 
representative. 





14 AMENDING THE D.C. BUSINESS CORPORATION ACT 


(d) The change of address of the registered office, or the change of 
registered agent, or both, as the case may be, shall become effective 
upon the filing of such statement by the Commissioners. 

(e) Any registered agent of a foreign corporation may resign as such 
agent upon fling a written notice thereof, executed in duplicate, with the 
Commissioners, who shall forthwith mail a copy thereof to the corporation 
at its principal office in the State under the laws of which tt is organized as 
shown in the records of the Commissioners. The appointment of such 
agent shall terminate upon the expiration of thirty days after recetpt of such 
notice by the Commissioners or upon the appointment of a successor agent 
becoming effective, whichever occurs sooner. No fee or charge of any kind 
shall be imposed with respect to a filing under this subsection. 


SERVICE OF PROCESS ON FOREIGN CORPORATION 


Sec. 108. (a) Service of process in any suit, action, or proceeding 
or service of any notice or demand required or permitted by law to 
be served on a foreign corporation, may be made on such corporation 
by service thereof on the registered agent of such corporation. Serv- 
ice of any such process, notice, or demand upon a corporate agent, as 
such agent, may be had by delivering a copy of such process, notice, or 
demand to the president, vice president, the secretary, or an assistant 
secretary of such corporate agent. During any period within which 
a foreign corporation authorized to transact business in the District 
shall fail to appoint or maintain in the District a registered agent, or 
whenever any such registered agent cannot with reasonable diligence 
be found at the registered office in the District of such cor poration, or 
whenever the certificate of authority of any foreign corporation shall 
be revoked, then and in every such case the Commissioners shall be an 
agent and representative of such foreign corporation upon whom any 
process, notice, or demand may be served. Service on the Commis- 
sioners of any such foreign corporation shall be made by delivering to 
and leaving with them, or with any clerk having charge of their 
office, duplicate copies of such process, notice, or demand. In the 
event any process, notice, or demand is served on the Commissioners, 
they shall immediately cause one of such copies to be forwarded by 
registered mail, addressed to such corporation at its principal office 
in the State under the laws of which it is organized as the same appeers 
in the records of the Commissioners. Any service so had on the 
Commissioners shall be returnable in not less than thirty days: 
Provided, however, That, if a period of less than or greater than thirty 
days is prescribed by law or by rules of a court in the District or the 
rules or regulations of any agency of the United States or of the 
District, such prescribed period shall govern. 

(b) If any foreign corporation shall transact business in the District 
without a certificate of authority, it shall, by transacting such business, 
be deemed to have thereby appointed the Commissioners its agent and 
representative upon whom any process, notice, or demand may be served. 
Service shall be made by delivering to and leaving with the Commissioners, 
or with any clerk having charge of their office, duplicate copies of such 
process, notice, or demand, together with an affidavit giving the latest 
known post office address of such corporation and such service shall be 
sufficient if notice thereof and a copy of the process, notice, or demand are 
forwarded by registered mail, addressed to such corporation at the address 
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given in such affidavit. Service pursuant to this subsection shall be 
subject to the requirements of the last sentence of subsection (a) of this 
section. 

[(b)] (c) Nothing herein contained shall limit or affect the right to 
serve any process, notice, or demand required or permitted by law to 
be served upon a foreign corporation in any other manner now or 
hereafter permitted by law. 

[(c)] (d) The Commissioners shall keep a record of all processes, 
notices, and demands served upon them under this section, and shall] 
record therein the time of such service and their action with reference 
thereto. 

ANNUAL REPORT OF FOREIGN CORPORATIONS 


Src. 112. Each foreign corporation authorized to transact business 
in the District shall file on or before April 15 of each year with the 
Commissioners an annual report setting forth— 

(a) The name of the corporation and the State under the laws of 
which it is organized. 

(b) If the name of the corporation does not contain one of the 
words “corporation”, ‘company’, “incorporated”, or “‘limited’’, or 
does not contain an abbreviation of one of such words, then the name 
of the corporation with the word or abbreviation which it has elected 
to add thereto for use in the District. 

The date of its incorporation and the period of its duration. 

(d) The address, including street and number, if any, of its principal 
office in the State under the laws of which it is organized. 

(e) The address, including street and number, if any, of its regis- 
tered office in the District, and the name of its registered 2 ent at such 
address. 

[(f) The name or names of the State or States other than the 
District, if any, in which it is admitted or qualified to transact busi- 
ness. J 

[(z)J(/) A brief statement of the character of the business in 
which it is actually engaged in the District. 

[h}(g) The names and respective addresses, including street and 
number, if any, of its directors and officers. 

[(i) A statement of the aggregate number of shares which the 
corporation has authority to issue, and the aggregate number of its 
issued shares, itemized by classes, par value of shares, shares without 
par value, and series, if any, within a class.] 

Such annual report shall be made on forms prescribed and furnished 
by the Commissioners and the information therein contained shall be 
given as of the date of the execution of the report. It shall be executed 
by the corporation by its president, vice president, secretary, assistant 
secretary, or treasurer, and verified by the officer making the report, 
and the corporate seal shall be thereto affixed. 


APPROPRIATION OF FUNDS 


Src. 147. There are hereby authorized to be appropriated from any 
moneys in the Treasury of the United States to the credit of the 
District of Columbia, such amounts as may be necessary to carry into 
effect the provisions of this Act. 


59014°—-59 H. Rept., 86-1, vol. 4-32 
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Sec. 148. Wherever any provision of this Act authorizes or requires the 
service or forwarding of any process, notice, or demand by registered mail, 
such provision shall be deemed to include as an alternative the service or 
forwarding of such process, notice, or demand by certified mail. 

Sec. 149. All civil actions under this Act which the Commissioners 
are authorized to commence, and all prosecutions for violations of the 
provisions of this Act, shall be brought in the name of the District of 

Columbia by the Corporation Counsel of the District of Columbia. 

Sec. 150. The Recorder of Deeds, after publishing notice of his in- 
tention so to do, is authorized, 180 days after the effective date of this 
section, to destroy all duplicate original corporation papers filed in his 
office pursuant to this Act prior to October 2, 1957. Such notice shall 
describe in general terms each class of papers affected, and shall be pub- 
lished one a week for three consecutive weeks in a newspaper of general 
circulation in the District of Columbia, the third publication of such 
notice to appear not less than 30 days prior to the date after which such 
papers may be destroyed. Any corporation shall be entitled to the return 
to it of any paper authorized by this section to be destroyed upon written 
request to the Recorder of Deeds accompanied by a fee in the amount of 
$1 for each such paper to cover the cost of postage and handling. 


O 





86TH CONGRESS HOUSE OF REPRESENTATIVES REpPorRT 
Ist Session No. 642 


PROVIDING FOR THE CONVEYANCE OF CERTAIN REAL PROPERTY 
IN THE DISTRICT OF COLUMBIA TO THE ASSOCIATION OF THE 
OLDEST INHABITANTS OF THE DISTRICT OF COLUMBIA 


Juty 9. 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. McMi tay, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H.R. 303) 


The Committee on The District of Columbia, to whom was referred 
the bill (H.R. 303) to provide for the conveyance of certain real prop- 
erty in the District of Columbia to the Association of the Oldest 
Inhabitants of the District of Columbia, having considered the same, 
report favorably thereon with amendments and recommead that the 
bill H.R. 303 as amended do pass. 

The amendments are as follows: 

On page 2, strike lines 3 thourgh 9 and insert in lieu thereof the 
following: 


Beginning for the same at a point on the south line of 
M Street, said point of beginning ‘being 127.50 feet West of 
the west line of Wisconsin Avenue; and running thence East 
along the south line of M Street 38.38 feet to the center line 
of the west wali of the premises 3208 M Street, NW.; 
thence in a Southerly direction along the center line of said 
wall and a continuation thereof 90.0 feet; thence in a Westerly 
direction along a line parallel to the south line of M Street 
38.88 feet, more or less, to a point 127.50 feet West of the 
west line of Wisconsin Avenue; thence in a Northerly direc- 
tion 90.0 feet to the point of beginning: all as shown on plat 
of survey recorded in the Office of the Surveyor of the District 
of Columbia in Survey Book 51, Page 66. 


On page 1, line 8, immediately before the period at the end of the 
first section insert the following: 


: Provided, That whenever the said real property no longer 
is occupied by the said Association for the purposes of said 
34006 
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Association, all right, title, and interest of the said Associa- 
tion in and to such property shall revert to the District of 
Columbia. 

As used in this section the term ‘“‘purposes of said Associa- 
tion’, means substantially the purposes of the said Asso- 
ciation as they were set forth in the constitution and by-laws 
of the said Association as of January 1, 1957, and suc h pur- 
poses shall be deemed to include the housing and care of 
such firefighting equipment belonging to the District of 
Columbia or to said Association as was being housed and 
cared for by said Association as of January 1, 1956. No 
convevance pursuant to this Act shall be effective until such 
time as there shall be filed with the Recorder of Deeds of 
the District of Columbia a certified copy of said constitution 
and by-laws, and an itemization of said firefighting equipment 
approved by the said Board of Commissioners: Provided, 
That the said Board of Commissioners may, without effect- 
ing a reverter, withdraw from the custody of said Association 
such of the firefighting equipment as is the property of the 
District of Columbia. 


The purpose of this legislation is to provide for the conveyance 
of certain real property in the District of Columbia to the Association 
of the Oldest Inhabitants of the District of Columbi: 

The Association of the Oldest Inhabitants in the District of Co- 
lumbia was forced to give up property, which they occupied, sometime 
ago and now have an opportunity to acquire a piece of property that is 
owned by the District of Columbia government and is not used for 


any purpose whatsoever. 

The Commissioners of the District of Columbia have agreed to 
deed this property to the Association of the Oldest Inhabitants of 
the District of Columbia in return for having given up quarters 
which they formerly occupied in an old e1 nginehouse at 19th and H 
Streets NW. 

The Commissioners are favorable to this legislation but suggest 
certain amendments to the bill which were written in by the sub- 
committee which considered this legislation and the full committee at 
the time it was reported so as to safeguard the rights of the District 
of Columbia whenever the Association of the Oldest Inhabitants no 
longer occupies the property for the purposes of the association. In 
other words at the time the title and the property will revert to the 
District of Columbia. 

The other amendment written into the bill simply gives an accurate 
property description of the property being transferred by the bill. 

A public hearing was held by the Judiciary Subcommittee of the 
House District Committee on June 10, 1957, and no one appeared in 
opposition to this legislation. 
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AMENDING THE DISTRICT OF COLUMBIA STADIUM ACT 
OF 1957 WITH RESPECT TO MOTOR-VEHICLE PARKING 
AREAS 








JuLty 9, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 







Mr. McMrtutan, from the Committee on the District of Columbia, 
submitted the following 







REPORT 


iTo accompany H.R. 6893} 










The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 6893) to amend the District of Columbia Stadium Act 
of 1957 with respect to motor-vehicle parking areas, and for other pur- 
poses, having considered the same, report favorably thereon with 
amendments and recommend that the bill H.R. 6893 as amended do 
pass. 

The amendments are as follows: 

On page 1, immediately after line 4, insert the following: 


(1) Section 2 is amended by adding at the end thereof the 
following new sentence: ‘“The Board is authorized to provide 
for the construction of such stadium by such means as it 
determines will most effectively carry out this Act (including, 
but not limited to, a negotiated contract).” 













and renumber the succeeding paragraphs accordingly. 
On page 2, after line 25, insert the following: 
(8) Section 11 is amended by striking out ‘necessary 
motor-vehicle parking areas, and”’. 


The 85th Congress by the enactment of Public Law 85-300, the 
District of Columbia Stadium Act of 1957, authorized the construc- 
tion, maintenance, and operation by the Armory Board of the District 
of Columbia of a stadium in the District of Columbia. 

This act was amended substantially by Public Law 85-561 in order 
to require the stadium to be constructed substantially in accordance 
with certain plans, to provide for a contract with the United States 
with respect to the site of such stadium and for other purposes. 
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The necessity for the enactment of this bill arises from two opinions 
of the Comptroller General with respect to the interpretation of the 
District of Columbia Stadium Act of 1957. One of these opinions 
dealt with the authority of the Armory Board to negotiate contracts, 
and the other with the authority of the Secretary of the Interior to 
provide for certain facilities in the vicinity of the stadium structure 
itself, 

The amendment to section 2 of the District of Columbia Stadium 
Act of 1957 which this bill would make arises out of the opinion of the 
Comptroller General expressed in a letter to the chairman of this 
committee dated July 1, 1959, which limits the authority of the 
Board in view of the absence of expressed authority in the act of 
1957 to negotiate a contract for the construction of the stadium. 
The authority to negotiate contracts is one which Congress has given 
to the heads of various departments and agencies many times in the 
past. Such authority has been granted with respect to property 
procurement generally in title ITI of the Federal Property and Admin- 
istrative Services Act of 1949. This amendment thus grants to the 
Armory Board the necessary latitude to provide for the construction 
of the stadium by such means as it determines will most effectively 
provide for that construction. 

All of the remaining amendments to the District of Columbia 
Stadium Act of 1957 which are proposed by this bill are designed to 
insure that the Secretary of the Interior will have the necessary 
authority to construct motor-vehicle parking areas and certain other 
facilities which it was believed the Secretary had at the time the act 
was first enacted. 

In a letter dated June 4, 1959, to the chairman of this committee, 
the Comptroller General stated: 


If it is deemed desirable that such authority be granted 
to the Secretary of the Interior, the enactment of specific 
legislation to do so will be necessary in view of our decision 
of March 25, 1959, B-138834, that such authority is not 
contained in existing legislation relative to the stadium. 
We believe that the language of H.R. 6893 would accomplish 
the stated purpose. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed in shown in roman): 


D. C. Copr 2-1720; 71 Stat. 619, Pusiic Law 85-300; 72 Srar. 421, 
Pusiic Law 85-561 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the ‘“‘District of Columbia Stadium Act of 1957”’. 

Sec. 2. In order to provide the people of the District of Columbia 
with a stadium suitable for holding athletic events and other activities 
and events of a nature requiring such a facility, the Armory Board 
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(hereinafter referred to as the ‘““Board’’), created by section 2 of the 
Act entitled ‘An Act to establish a District of Columbia Armory 
Board, and for other purposes’’, approved June 4, 1948 (D.C. Code, 
sec. 2-1702), is hereby authorized to construct, maintain, and operate 
a stadium with a seating capacity of not to exceed fifty thousand, on 
a site in the District of Columbia determined in accordance with 
provisions of section 3 of this Act. In the event the Board exercises 
the authority vested in it by this section, such stadium shall be con- 
structed substantially in accordance with the plans for such stadium 
contained in the Praeger-Kavanagh-Waterbury survey entitled ‘Engi- 
neering and Economie Study, District of Columbia Stadium’ dated 
March 31, 1958.” 

Sec. 3. The Secretary of the Intenor 1s authorized and directed to 
acquire by gift, purchase, condemnation, or otherwise, ail real prop- 
erty within ‘the boundaries of the East C ‘apitol Street site, as estab- 
lished in the first paragraph under the heading ‘“(2) East Capitol 
Street Site” contained in the National Capital Planning Commission 
report entitled “Preliminary Report on Sites for National Memorial 
Stadium” dated November 8, 1956, and thereafter, acting under au- 
thority of the Act entitled ‘“‘An Act to establish a National Park Serv- 
ice, and for other purposes”’, approved August 25, 1916, as amended 
(16 U.S. C. 1 and the following), the Secretary of the Lnterior shall 
enter into a contract with the Board for the construction, mainte- 
nance, and operation of the stadium (including the operation of motor- 
vehicle parking areas) on such East Capitol Street site, excep! that such 
contract may be for a term of not more than thirty years. The Secre- 
tary of the Interior 1s authorized and directed to construct, prepare, and 
maintaon, on such site, necessary motor-vehiele parking areas, land- 
scaping, roads, walks, and water. sewer. electric, gas and telephone facil- 
ities to the stadium. 

Sec. 4. (a) The Board is hereby authorized to provide tor the pay- 
ment of the cost of preliminary engineering and economic surveys 
relating to the stadium, and for the payment of the cost of planning 
designing and constructing such stadium, and to provide funds for 
the operation and maintenance of such stadium, and for the payment 
of interest on the bonds authorized herein during the period of con- 
struction and during the 12-month period following completion of 
construction of the stadium. by an issue or issues of negotiable bonds 
of the Board, bearing interest, payable annually or semiannually, as 
the Board shall determine, at a rate not exceeding such rate as shall 
be approved by the Secretary of the Treasury. All such bonds may 
be registered as to principal alone or both principal and interest, shall 
be payable as to principal within not to exceed thirty years from the 
date thereof, shall be in such denominations, shall be executed in such 
manner, and shall be payable in such medium and at such place or 
places as the Board may determine, and the face amount thereof shall 
be so calculated as to produce, at the price of their sale, the cost of the 
stadium constructed pursuant to this Act. The Board may reserve 
the right to redeem any or all of the bonds before maturity in such 
manner and at such price or prices not exceeding 105 per centum of 
the face value and accrued interest as may be fixed by the Board prior 
to the issuance of the bonds. The Board when it deems advisable 
may issue refunding bonds to refinance any outstanding bonds, and 
interest thereon, at maturity or before maturity when called for re- 
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demption, except that such refunding bonds shall mature within not 
to exceed thirty years from the date thereof, or not to exceed fifty 
years from the date of enactment of this Act, whichever shall first 
occur. 

b) The bonds may be sold at not less than par. If the proceeds 
of the bonds shall exceed the cost, the excess shall be placed in the 
fund created by section 6 for the payment of the principal and inter- 
est of such bonds. Prior to the preparation of definitive bonds the 
Board may, under like restrictions, issue temporary bonds, or may, 
under like restrictions, issue temporary bonds or interim certificates 
without coupons, of any denomination whatsoever, exchangeable for 
definitive bonds when such bonds that have been executed are avail- 
able for delivery. 

(c) All bonds, or other securities, issued by the Board under 
authority of this Act, shall be exempt both as to principal and inter- 
est, from all taxation (except estate and inheritance taxes) now or 
hereafter imposed by the District of Columbia. 

Sec. 5. In order to carry out the purposes of this Act, the Board 
is hereby authorized, without regard to any other provision of law, 
but subject to any contract entered into with the Secretary of the 
Interior under section 3 of this Act— 

(1) to determine all questions concerning the use of the stadium 
for the purposes of this Act; 

(2) to enter into contracts and agreements with the District 
of Columbia and the Federal departments, bureaus, establish- 
ments, and offices, and the Act of March 4, 1915, as amended (3 
U.S.C. 686), is hereby made applicable to such contracts; 

(3) to acquire by purchase or lease, equipment, appliances, 
ro and property of any kind necessary or desirable to 

‘arry out the purposes of this Act, and to sell or dispose of any 
eek property so acquired when in its judgment it shall be ad- 
vantageous to do so, except that no contract for more than $3,000 
shall be entered into for the purpose of this paragraph without 
competitive bidding; 

(4) to make such structural and other changes in the stadium 
as it may deem necessary or desirable for carrying out the pur- 
poses of this Act; 

[(5) to prepare, maintain, light, and operate motor-vehicle 
parking lots] 

(5) to light and operate motor-vehicle parking lots; 

(6) to operate or contract for the operation of such concessions, 
including the checking of clothing and the sale of beverages and 
food as the Board may deem appropriate to the purposes for 
which the stadium may be rented or leased; 

(7) to furnish such services to renters, lessees, and other occu- 
pants of the stadium as in its judgment are necessary or suitable 
for carrying out the purposes of this Act; 

(8) to rent or lease from time to time for any of the purposes 
of this Act, all or any part or parts of the stadium including 
any or all structures, equipment, or facilities of the stadium, at 
such rental values and for such periods of time as the Board 
shall determine; 

(9) to carry public-liability insurance protecting the Board, 
and the members, officers, and employees thereof engaged in 
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operating and maintaining the stadium, and in operating the 
motor-vehicle parking areas in connection therewith; and to require 
tenants or lessees of the stadium to carry public-liability insurance 
protecting the interests of such tenants or lessees; 

(10) to accept the gratuitous services of such persons as may 
volunteer to aid in the conduct of its activities; 

(11) to enter into contracts, contingent or otherwise, for ex- 
pert, professional, and other personal services, and for printing, 
engraving, supplies, or any items or services necessary and inci- 
dent to the preparation and sale of bonds, to be paid out of the 
proceeds of the sale of such bonds. 

Sec. 6. (a) The Board shall place into an operating fund all receipts 
derived from the exercise by the Board of the powers granted by this 
Act. All records and accounts relating to the operations, revenues, 
expenses, and costs of the stadium and the lighting and operation of 
motor-vehicle parking areas in connection with such stadium shall be 
kept separate and distinct from the records and accounts relating to 
the operations, revenues, expenses, and costs of the District of Colum- 
bia National Guard Armory. The Board is authorized, from time to 
time, to make advances for the operation and maintenance of the sta- 
dium and the lighting and operation of motor-vehicle parking areas in 
connection with such stadium from the armory board working capital 
fund established in section 8 of the Act approved June 4, 1948 (D.C. 
Code, sec. 2-1708), but not to exceed a total of $25,000 at any one 
Loe Such advances shall be reimbursed from the operating fund 

reated by this subsection. The operating fund shall be used for con- 
seenctitier operating, maintaining, and repairing the stadium and the 
lighting and operation of motor-vehicle parki ‘ing areas in connection with 
such stadium. After payment or provision for payment from the 
operating fund of all costs for construction, maintenance, repair, and 
operation of the stadium and the lighting and operation of motor-vehicle 
parking areas in connection with such stadium and the reservation of 
an amount of money estimated to be sufficient for the maintenance, 
repair, and operation during the ensuing period of not more than 
twelve months, the remainder of the receipts derived from the exercise 
by the Board of the powers granted by this Act shall be placed in a 
sinking fund. Such sinking fund shall be used for the following pur- 
poses ‘and in the following “order of priority: (1) to pay the interest 
on and principal of bonds ‘and other securities issued under authority 
of section 4 of this Act; (2) to reimburse the District of Columbia 
for any moneys advanced from its revenues and any amounts bor- 
rowed by the Commissioners of the District of Columbia from the 
Secretary of the Treasury, including interest on such borrowed 
amounts, to pay interest on or principal of bonds issued by the Board; 
and (3) to redeem bonds before maturity as provided in section 4 of 
this Act, or to repurchase bonds before maturity. All revenues from 
the operation of the stadium and the lighting and operation of motor- 
vehicle parking areas in connection with such stadium are hereby 
pledged to the uses and to the application thereof as heretofore in 
this section required. An accurate record of the cost of the stadium 
and the lighting and operation of motor-vehicle parking areas in connec- 
tion with such stadium the expenditures for [maintaining and operat- 
ing it, maintenance and operation, and of rentals and lease receipts 
shall be kept and shall be available for the information of all interested 
persons. 
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(b) Within a reasonable time after the construction of the stadium, 
the Board shall file with Congress and the Board of Commissioners 
of the District of Columbia a sworn itemized statement showing the 
cost of constructing the stadium, and the amount of bonds, debentures, 
or other evidences of indebtedness issued in connection with the con- 
struction of such stadium. 

Src. 7. After payment of the bonds and interest or after a sinking 
fund sufficient for such purpose shall have been provided and shall 
be held solely for that purpose, but in any event not later than fifty 
years from the date of enactment of this Act, all right, title, and 
interest in and to the stadium constructed under this Act shall vest 
in the United States. 

Src. 8. (a) The Board is authorized to employ and fix compensa- 
tion of such personnel as may be necessary to carry out the purposes 
of this Act, without regard to the provisions of the civil-service laws 
and the Classification Act of 1949, as amended. 

(b) Under the direction of the Board and with the written authori- 

zation signed by the members thereof, an employee of the Board may 
exercise such of the powers vested in the Board by section 5 of this 
Act as my Board shall determine. 

Sec. 9. Nothing contained in this Act shall be construed to author- 
ize Or oleae the Board or any member thereof to create any obligation 
or incur any liability other than such os and liabilities as 
are dischargeable solely from funds contemplated to be provided by 
this Act. No obligation created or liability incurred pursuant to this 
Act shall be a personal obligation or liability of any member or 
members of the Board but shall be chargeable solely to the funds 
contemplated to be provided by this Act. Whenever the Board 
certifies to the Commissioners of the District of Columbia that there 
will not be a sufficient amount in the sinking fund created by section 6 
(a) of this Act to pay amounts becoming due and payable during any 
fiscal year on account of interest on or retirement of the bonds, the 
Commissioners of the District of Columbia shall include in the budget 
estimates for the District of Columbia for such fiscal year such amounts 
out of the revenues of the District of Columbia as may be necessary to 
insure the payment of such interest or the retirement of such bonds. 
In the event an appropriation has not been made by the time the 
amount becomes due and payable on account of interest on or retire- 
ment of the bonds, the Commissioners of the District of Columbia are 
authorized to borrow from the Secretary of the Treasury the amounts 
required, to bear interest at a rate determined by the Secretary of the 
Treasury, taking into consideration the current average rate on current 
marketable obligations of the United States of comparable maturities 
as of the last day of the month preceding the month in which the 
amount is borrowed. The Secretary of the Treasury is authorized and 
directed to lend to said Commissioners the amounts required hereunder 
and for such purposes the Secretary of the Treasury is authorized to 
use as a public debt transaction the proceeds from the sale of any 
securities issued under the Second Liberty Bond Act, as amended, and 
the purposes for which securities may be issued under the Second 
Liberty Bond Act, as amended, are extended to include any loans to 
said Commissioners hereunder. Amounts borrowed by said Com- 
missioners from the Secretary of the Treasury pursuant to this section 
and the interest thereon shall be repaid promptly from the funds ap- 
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propriated pursuant to authority in this section and from any other 
appropriation available for such purpose. Amounts appropriated for 
payment of interest on or retirement of bonds and amounts borrowed 
by the Commissioners for such purpose shall be advanced by the 
Commissioners to the Board and shall be placed by the Board in such 
sinking fund. All bonds and other securities issued by the Board 
under authority of this Act are hereby guaranteed as to both principal 
and interest by the United States. 

Sec. 10. The Board shall file with the C ongress in January of each 
year a financial statement certified as to accuracy by the Commis- 
sioners of the District of Columbia, or their designated agent, a report 
of the activities and business at the stadium and of the operation of the 
motor-vehicle parking areas in connection therewith, during the preceding 
fiscal year and recommendations to Congress as to future control and 
use of the stadium. 

Sec. 11. As used in this Act the term— 

(1) “stadium” includes necessary motor-vehicle parking areas, 
and all equipment, appliances, facilities, and property of any kind, 
necessary to carry out the purposes of this Act. 


D.C. Cops 2-1708 62 Srar. 341, 69 Strat. 498 


Src. 8. There is hereby created an Armory Board working capital 
fund in the amount of $100,000, and there shall be deposited in the 
Treasury of the United States to the credit of the said Armory Board 
working capital fund all receipts derived from the exercise by the 
Armory Board of the powers granted by this Act. Said Armory 
Board working capital fund, including all receipts credited thereto, 
shall be used as a permanent revolving fund for all expenses incurred 
by the Armory Board in the exercise of the powers granted by this 
Act, including personal services. There shall also be transferred to 
said Armory ‘Board working capital fund all revenues derived from 
rentals of the District of Columbia National Guard Armory under 
contracts made between July 1, 1947, and the date of enactment of 
this Act, except revenues resulting from the operation of concessions, 
and the Secretary of the Treasury is authorized to transfer to the 
credit of the Armory Board working capital fund authorized by this 
Act funds resulting from rental of the District of Columbia National 
Guard Armory received by him and held in escrow pending enactment 
of legislation. As soon as practicable after the close of each fiscal 
year, “after provision has been made for payment of all lawful obliga- 
tions then incurred, all sums in excess of $100,000 in said Armory 
Board working capital fund shall be transferred to the general revenues 
of the District of Columbia. Expenditures from such fund may be 
made only upon vouchers which have been certified by said Armory 
Board and which have been approved before payment oy the Auditor 
of the District of Columbia, and shall be disbursed in the same 
manner as other District of Columbia funds are disbursed: Provided, 
That the Disbursing Officer of the District of Columbia is authorized 
to advance to the ‘Armory Board, upon requisitions previously ap- 
proved by the Accounting Officer of the District of Columbia, sums of 
money not to exceed $15,000 at any one time to be used by the Armory 
Board for its office and sundry expenses and for change-making pur- 
poses in connection with the secondarv purnoses of this Act. and in 
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connection with the operation of the stadium pursuant to the District 
of Columbia Stadium Act of 1957: Provided further, That an amount 
not to exceed $10,000 in any fiscal year shall be available for promotional 
expenses in the furtherance of the secondary purposes of this Act, and of 
the purposes of the District of Columbia Stadium Act of 1957, and the 
certificate of the Armory Board shall be sufficient voucher for such 
expenditure. O 
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86TH Concress ) HOUSE OF REPRESENTATIVES REPORT 
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AMENDING SECTION 35 OF CHAPTER III OF THE ACT OF JUNE 19, 
1934, ENTITLED “AN ACT TO REGULATE THE BUSINESS OF LIFE 
INSURANCE IN THE DISTRICT OF COLUMBIA,” AS AMENDED 


Juty 9, 1959.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H.R. 7145] 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 7145) to amend section 35 of chapter III of the act of 
June 19, 1934, entitled ‘‘An act to regulate the business of life insur- 
ance in the District of Columbia,’’ as amended, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill, H.R. 7145, do pass. 

The present law allows District of Columbia domestic life insur- 
ance companies to make first mortgage loans on real estate worth at 
least 40 percent more than the amount loaned. This means that a 
mortgage loan may amount to as much as 71.4 percent of the full 
value of the real estate by which the loan is secured. The proposed 
amendment would allow mortgage loans up to 75 percent of the full 
value of the real estate. This is accomplished by changing the stat- 
utory provision to allow domestic life insurance companies to make 
mortgage loans on real estate provided the real estate is worth at least 
33% percent more than the amount loaned. This requires only that 
the present figure ‘‘40 percent” in the statute be changed to ‘33% 
percent.” 

Seventy-five percent mortgage loans, under current mortgage lend- 
ing practices, are in demand by borrowers and are safe investments 
for life insurance companies. In at least 11 States, including Mary- 
land and the States of domicile of the largest companies, the insur- 
ance laws allow life insurance companies to make 75-percent mortgage 
loans. This creates a substantial disadvantage for the District com- 
panies in competing for many prime loans. The proposed amendment 
will correct this disadvantage. 
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The amendment has the approval of the Board of Commissioners 
of the District of Columbia, the Superintendent of Insurance, the 
domestic life insurance companies, and the Washington Board of 
Trade. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be omit- 
ted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


(48 Stat. 1152) D.C. Code 35-535, subsection (5)(a) (62 Stat. 480) 


(5)(a) Bonds, notes, or loans secured by first hen on real estate in 
the United States or Dominion of Canada worth at least [40] 33% 
per centum more than the amount loaned thereon: Provided, That 
this limitation shall not apply to any of the classes of securities men- 
tioned in subsection (4) of this section, if guaranteed or insured in 
whole or in part as therein provided; but nothing in this section shall 
be deemed to prohibit a company from renewing or extending a loan 
for the original amount where there has been a shrinkage in the value 
of such real estate nor to prohibit a company from accepting, as part 
payment for real estate sold by it, a lien thereon for more than the 
percentage herein specified of the purchase price of such real estate. 
For the purpose of this section real estate shall not be deemed to be 
encumbered by reason of the existence of taxes or assessments that 
are not delinquent, instruments creating or reserving mineral, oil, 
water, or timber rights, rights-of-way, joint driveways, sewer rights, 
rights in walls, nor by reason of building restrictions or other restric- 
tive covenants, nor when such real estate is subject to lease in whole 
or in part whereby rents or profits are reserved to the owner. 


O 





OOOO 
— aan ~ 


Ist Session 


oo — a 


86TH CONGRESS t HOUSE OF REPRESENTATIVES | REpPortT 
No. 645 


PROVIDING FOR DEPOSIT OF FUNDS IN ESCROW TO 
FACILITATE FEDERALLY INSURED SHIP FINANCING 


JuLy 9, 1959.—Committed to the Committee of the Whole House on the State of 
of the Union and ordered to be printed 


Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 
|To accompany H.R. 7772] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H.R. 7772) to amend title XI of the Merchant 
Marine Act, 1936, as amended, to provide for the deposit of funds in 
escrow with the Secretary of Commerce, to provide for the payment 
of insurance, in part, on the basis of such deposits, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

On page 2, beginning at line 18, delete the following: “ ‘except that 
a lower charge may be fixed for that amount of insurance equal to the 
amount of funds deposited in escrow with the Secretary of Commerce 
pursuant to section 1109 of this Act.’.” 

On page 2, line 18, following the word ‘‘following:” insert the follow- 
ing: ‘‘ ‘excluding the average amount (except interest) on deposit in 
an escrow fund created under Section 1109 of this Act.’.”’ 

On page 3, line 5, delete the word “section”, and insert in lieu 
thereof the word ‘‘sections’’. 

On page 3, line 6, delete the period and insert the following: ”, and 
by inserting after the word ‘title’ a comma and the words ‘except 
under Section 1109’ and a comma.” 

On page 3, line 10, following the comma insert the following: ‘which 
are financed by sale of bonds to the general public,”’. 

On page 3, line 20, insert a quotation mark before ‘“(b)”. 

On page 4, line 6, following the word ‘‘subject”’, insert the following: 
“in the case of insurance on a mortgage’’. 

On page 4, line 24, delete “marketable interest-”’. 

On page 4, line 25, delete “bearing” and ‘“‘and its agencies”’. 
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On page 5, delete lines 1 through 4. 

On page 5, line 11, delete “‘prescribe.”, and insert in lieu thereof the 
following: “‘consider necessary to fully protect the interests of the 
Unitcd States.” 

PURPOSE OF THE BILL 


The purpose of this bill is to make it possible for American operators 
to reccive the full benefits of public issue financing available to bond 
issues insured under title X1 of the Merchant Marine Act of 1936, to 
finance the construction of ships. As the concept of Government- 
guaranteed ship mortgages as provided for by title XI of the act has 
developed in the past few years the administration has increasingly 
urged dependence upon this form of financing for ship construction 
needed to carry out national policies for an adequate American-flag 
merchant marine. As difficulties in this new form of financing have 
been found, corrective measures have been proposed. This bill is one 
of them. 

NEED FOR THE LEGISLATION 


Experience has shown that public bond issue financing offers sub- 
stantially lower interest rates than do private placements with in- 
surance companies, banks, or pension funds. Such financing presents 
little problem for companies in a financial position to delay their bond 
issues until a ship is completed and all construction costs have been 
paid. However, an immediate problem arises when it is necessary to 
have a construction loan, as well as a mortgage loan. 

Under existing law title XI presently authorizes the Secretary of 
Commerce to insure the interest and the unpaid balance of the prin- 
cipal on construction loans as well as ship mortgages. Except for 
certain exceptional cases where the mortgage may equal 87% percent 
of the actual cost of the vessel, an insured loan or mortgage may not 
exceed 75 percent of such actual cost. If the loan or mortgage does 
not exceed this amount, and meets other eligibility requirements of 
the act, the Secretary may insure 100 percent of the principal and 
interest of such loan or mortgage. However, in the case of construc- 
tion loans the Government insurance is limited to the amounts actu- 
ally paid by the shipowner for the vessel. Thus, while an owner might 
float a public issue to cover the entire cost of construction, the bonds 
are insured only to the extent that the proceeds have actually been 
paid over to the shipyard during the progress of the work on the vessel. 
Various American lines desire to finance their construction loans and 
mortgage loans simultaneously, and have discussed with underwriters 
the feasibility of floating a public bond issue in installments to corre- 
spond with progress payments to the shipyards. This has been found 
not to be feasible because of the excessive underwriting cost involved 
and the difficulty of establishing a market at a favorable interest rate 
for bonds issued in relatively small amounts at irregular periods. 

Several underwriters suggested that a simple solution to the problem 
would be to combine a construction and mortggge loan in a single bond 
issue and to have the U.S. Government hold the entire proceeds of the 
issue, subject to disbursement only (1) to pay the construction costs 2s 
they become due to the shipyard, (2) to redeem the bonds, or (3) to 
pay insurance in the event of default. Under such an arrangement the 
bonds should be marketable as fully Government guaranteed. By 
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combining the construction and mortgage loan in a single issue under- 
writing costs, commitment fees, and interest rates could all be reduced 
with consequent savings to the owner. 

When this proposal was discussed with officials of the Maritime 
Administration and the Department of Commerce it met with their 
full approval, in view of the savings involved and the fact that there 
would be no additional risk to the Government, while serving to im- 
plement the intent of title XI of the act. When requested for an 
opinion, however, the Comptroller General supported the idea in 
principle, but stated that there was no authority for the Government 
to handle the proceeds of such a bond issue on an escrow basis under 
existing legislation. The Comptroller General suggested that a legis- 
lative remedy should be sought. 


EFFECT OF THE BILL 


The bill would permit an owner to float a public bond issue, fully 
secured by insurance, payable without in any way increasing the 
Government insurance risk. In order to make insurance fully pay- 
able at the time the issue is sold the bill provides for the deposit in 
escrow with the Secretary of Commerce of the proceeds of the issue 
in excess of 75 percent (or 87% percent) of amounts already paid 
against construction cost, plus additional funds sufficient to pay in- 
terest on the deposited proceeds for the escrow period. 

The funds so deposited in escrow are to be disbursed only (1) “ 
pay construction costs, (2) to pay the insurance in event of default, ¢ 
(3) to redeem bonds. Although the bond issue is fully seared, 
principal and interest, by insurance payable, the effect of this escrow 
fund 1s to confine the Government’s insurance risk, as it is under 
existing law, to the payment of insurance against 75 percent (or 
87% percent) of construction costs actually paid. 

In order to avoid undue loss to the owner through having his 
interest-bearing borrowed funds deposited in the escrow account, 
the Secretary is authorized to invest them in marketable interest- 
bearing obligations of the United States with such maturities as are 
consistent with the purposes of the escrow arrangement. Income 
realized upon such investments is to be paid to the owner 

Other provisions of the bill authorize the Secretary to make a 
charge for services in connection with the escrow fund in lieu of an 
insurance premium charge for so much of the insurance as is free of 
all risk by reason of amounts on deposits in the escrow fund. 


COST OF LEGISLATION 


As heretofore indicated, the effect of the bill will in no way increase 
the insurance risk, and accordingly will not result in any increased 
cost. 

COMMITTEE AMENDMENTS 


The Maritime Administration recommended enactment of the bill 
with three proposed amendments which were adopted by your 
committee. 

The first would restrict the insurance premium charge to the amount 
of insurance not covered by the escrow deposit. 
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The second amendment clarifies the amendment proposed in sec- 
tion 5 of the bill in order to exempt the escrow deposit from being 
placed in the Federal ship mortgage insurance fund until a default 
has occurred and the insurance paid over to the lender. 

The third amendment restricts investment of the escrow deposit to 
direct obligations of the United States, thus eliminating those of 
Federal agencies and those fully guaranteed or insured by the United 
States. Although this restriction upon investment and reinvestment 
may prove to be too stringent and may curtail the yield which a 
shipowner may realize, the necessity of enacting the basic legislation 
at this time appears to be paramount and the industry’s representa- 
tives agreed to accept the Maritime Administration amendment. 
However, if it appears in the future that there is a greater difference 
in the yield of the securities of Federal agencies and insured or guar- 
anteed obligations than in direct obligations, consideration should 
be given to amendment of this provision. 

The Comptroller General in his report incorporated herein suggested 
several changes of a clarifying rather than a substantive nature. 
Each of these proposals was carefully examined and your committee 
adopted those which appear to be necessary for clarification or to 
facilitate the administration of the bill. 


DEPARTMENTAL REPORTS 


The departmental reports are as follows: 


STATEMENT ON BEHALF OF THE DEPARTMENT OF COMMERCE 
AND MariItTIME ADMINISTRATION, BEFORE THE SuB- 
COMMITTEE ON MERCHANT MARINE OF THE House Com- 
MITTEE ON MERCHANT MARINE AND FISHERIES, ON THE 
Bitut H.R. 7772, June 29, 1959 


Gentlemen, the purpose of the bill is to authorize the Secre- 
tary of Commerce notwithstanding the limitation of section 
1101(f) to pay as insurance under title XI of the Merchant 
Marine Act, 1936, an amount equal to 75 or 87% percent of 
the “actual cost’”’ of the vessel which is security for the in- 
sured loan or mortgage. 

Under existing law the Secretary of Commerce can insure 
the interest on and principal of a loan or mortgage which has 
a principal amount which does not exceed the foregoing 
percentages of the “actual cost” of the vessel, but he cannot 
under all circumstances pay this amount as insurance. 

Section 1101(f) of the Merchant Marine Act, 1936, defines 
“actual cost’”’ as (i) all amounts paid by or for the account of 
the borrower or mortgagor for the construction, reconstruc- 
tion, or reconditioning of the vessel, plus (ii) all amounts the 
borrower or mortgagor is obligated to pay for such purposes. 
A proviso to section 1101(f), however, finite the amount that 
the Secretary of Commerce may pay as insurance of the 
principal of the loan or mortgage to an amount not in excess 
of 75 or 87% percent of amounts paid by or for the account of 
the borrower or mortgagor for the foregoing purposes. 

The amount paid by or for the account of the borrower or 
mortgagor could be less than the “‘actual cost’’ of the vessel 
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as defined in the act, either because (A) there is a default 
under the construction loan, before the ship is completed, 
which gives the lender a right to tender to the Secretary of 
Commerce an assignment of the loan agreement and the evi- 
dence of indebtedness and to demand payment of the insur- 
ance, and the lender does so, or (B) the vessel costs the bor- 
rower less than the amount which was determined to be the 
“actual cost.” The latter event could happen, for example, 
because there was less escalation than was estimated at the 
time the actual cost determination was made. If either of 
these events happen, the amount the Secretary of Commerce 
could pay as insurance would be less than the principal of the 
loan or mortgage which he insured. 

This would make no difference if the construction loan 
were available only in installments as needed, since we would 
require the loan agreement to provide that the lender would 
disburse the loan only to make progress payments on the ves- 
sel. To the extent that 75 percent of the amount paid for 
the account of the borrower is less than the principal of the 
loan, therefore, the loan would remain undisbursed and the 
amount the Secretary of Commerce could pay as insurance 
would make the lender whole. 

The situation, however, is different if the operator elects 
to finance his vessel through a public issue of bonds, and 
wants to issue the securities before the vessel is completed, 
thus combining in the bond issue the construction loan and 
the mortgage loan. The bonds would be in the principal 
amount of 75 percent of the ‘actual cost” of the vessel as 
determined by the Secretary of Commerce before the vessel 
is built, which is the amount the Secretary of Commerce 
would insure under sections 1103 and 1104, but because of 
the proviso to section 1101(f) this amount might exceed the 
amount the Secretary of Commerce could pay as insurance. 
This could happen either because of a default under the loan 
before the vessel is completed or because the ‘‘actual cost’’ 
as determined by the Secretary of Commerce would exceed 
the amount the borrower or mortgagor has paid to construct 
the ship. 

The bill endeavors to remedy this situation by authorizing 
the Secretary of Commerce to pay as insurance 75 or 87% 
percent of the “‘actual cost’”’ of the vessel (which is the same 
amount that the Secretary of Commerce insures under secs. 
1103 and 1104) if the borrower or mortgagor creates an 
escrow fund as authorized by the amendment to section 1109. 
The purpose of the escrow fund is to furnish the United 
States security for that part of its insurance obligation 
which is not represented by amounts paid by the borrower 
or mortgagor for the construction of the ship. If a default 
occurs before the “actual cost” of the ship has been invested 
in the ship, the escrow fund would be available to reimburse 
the United States for that part of 75 percent (or 87% percent) 
of the “actual cost” of the ship which has not yet been in- 
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vested in the ship. If the vessel does not in fact cost as 
much as the Secretary of Commerce has determined is the 
“actual cost” of the ship, the escrow fund would be used to 
pay off the excess bonds so that the principal amount of the 
bonds remaining outstanding would not exceed 75 percent 
(or 87% percent) of the amount paid by the borrower or 
mortgagor for the construction of the ship. 

The purpose of the proviso in section 1101(f) is to avoid 
basing the liability of the United States for insurance of 
principal on an amount greater than the borrower or mort- 
gagor paid for the vessel. The bill would amend the proviso 
to state expressly that the proviso is a limitation only on 
amounts that can be paid as principal, and it excepts from 
the proviso loans and mortgages with respect to which 
escrow funds have been established under the amendment to 
section 1109. 

The amendment to section 1109 would authorize the Secre- 
tary of Commerce, in connection with a loan or mortgage, 
to accept a deposit in escrow in an amount equal to (A) the 
excess of the principal of the loan or mortgage (which would 
be 75 or 87}; percent of ‘‘actual cost’’) over 75 or 87% percent 
of the amount that has been paid by or for the account of the 
borrower or mortgagor for the construction, reconstruction, 
or reconditioning of the vessel, plus (B) interest on such 
excess for the period of the escrow agreement. 

The “actual cost’’ of the vessel may include interest that is 
to be paid on the loan during the period of construction. This 
is part of the principal of the loan. The purpose of requiring 
a second deposit of interest in the escrow fund is to permit the 
Secretary of Commerce to pay off the loan with interest if 
there is a default during the period of construction. If, for 
example, the ‘‘actual cost” of the vessel (inluding interest 
during construction) is $10 million, the principal of the loan 
could be $7 million, and if the borrower had not yet made 
any payment on the ship, this would be the amount of the 
escrow deposit with respect to principal. If a default should 
occur during the period of construction, the deposit of inter- 
est, over and above this amount, would enable the Secretary 
of Commerce to pay off this principal amount with interest. 

The bill authorizes the Secretary of Commerce to invest 
the escrow fund in “marketable interest-bearing obligations 
of the United States and its agencies (including the Federal 
National Mortgage Association, Federal land banks, Federal 
intermediate credit banks, Federal home loan banks, and 
banks for cooperatives) or in obligations fully guaranteed 
and/or insured by the United States with such maturities 
that such fund will be available as required for purposes of 
the escrow agreement.” 

Under the bill the United States would be required to pay 
as insurance the interest on and the unpaid balance of the 
principal of the loan or mortgage, in the event of a default, 
regardless of the amount in the escrow fund. The income 
from the escrow fund, on the other hand, belongs to the bor- 
rower or mortgagor. ‘To protect the interests of the United 
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States, therefore, it is essential that the escrow fund be in- 
vested in such a way that (A) no losses can be incurred by 
the fund and (B) the securities in which the fund is invested 
will be promptly paid at maturity so that payments required 
by the escrow agreement can be promptly made. In our 
opinion this would preclude investment in any other securi- 
ties than obligations of the United States of such maturities 
that the fund would be available as required, even though 
such investment might earn less income for the borrower or 
mortgagor than would be earned through the exercise of the 
broader investment authority contained in the bill. 

We recommend, therefore, that the bill be amended by 
striking out lines 23 through 25 of page 4 and lines 1 through 
6 of page 5 and inserting in lieu thereof the following: 

“(d) The Secretary of Commerce may invest and reinvest 
all or any part of the escrow fund in obligations of the United 
States with such maturities that such fund will be avail- 
able as required for purposes of the escrow agreement.” 

Section 1103(d) of the act provides that the minimum and 
maximum premium charges for construction loans shall be 
not less than one-quarter of 1 percent per annum and not 
more than one-half percent per annum of the average prin- 
cipal amount of the loan outstanding. The minimum and 
maximum percentages with respect to mortgage loans are 
one-half and 1 percent. 

The bill provides that a lower charge may be fixed with 
respect to that amount of insurance equal to the amount of 
funds deposited in escrow. 

With the foregoing amendment that we have recommended 
with respect to investment of the escrow fund, the United 
States would be taking no risks with respect to the escrow 
fund and, therefore, there would be no reason to make any 
premium charge for the amount of insurance equal to the 
average amount on deposit in the escrow fund. We recom- 
mend, therefore, that the bill be amended by striking out 
the words in quotation marks in lines 18 through 21 of page 
2 and inserting in lieu thereof the following: “excluding the 
average amount (except interest) on deposit in an escrow 
fund created under section 1109 of this Act’’. 

The bill authorizes the Department to make a charge for 
its services as escrow agent 

Section 1104(f) of the Merchant Marine Act, 1936, pro- 
vides that all moneys received under sections 1101 to 1109 of 
title XI shall be deposited in the Federal ship mortgage in- 
surance fund. Section 5 of the bill would delete the refer- 
ence to sections 1101 to 1109 so as to provide that all moneys 
received under the title shall be deposited in the Federal ship 
mortgage insurance fund. Since it is not intended that the 
escrow deposit be deposited in the Federal ship mortgage in- 
surance fund, we recommend that section 5 of the bill be 
amended by inserting immediately before the period the 
following: “and by inserting after the word ‘title’ a comma 
and the words ‘except under section 1109’ and a comma’’. 
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With the amendments proposed, the Department recom- 
mends enactment of the bill. 


CompTrROLLER GENERAL OF THE UNITED STATEs, 
Washington, June 26, 1959. 
B-115403. 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Dear Mr. CuarrMan: Your letter dated June 18, 1959, acknowl- 
edged on the same date, requested our comments on H.R. 7772, 86th 
Congress. 

H.R. 7772 would amend title XI of the Merchant Marine Act, 1936, 
as amended, to permit the Secretary of Commerce to accept, and act 
as escrow agent in connection with, moneys borrowed by vessel oper- 
ators to fac ilitate the financing of construction, reconstruction, or 
reconditioning of vessels. Additionally, the bill would direct the 
Secretary to disburse principal and interest to shipbuilders and lenders 
and, in case of detault by borrowers, to pay loan or mortgage insurance 
in amounts based upon sums paid by or for the account of the vessel 
operator plus the amounts representing principal and interest in the 
escrow account at time of default. 

We understand that the request for this legislation arises as a result 
of our decision of April 27, 1959, B-135884, to the Maritime Adminis- 
trator, in which we advised that there was no authority under existing 
law for the Secretary of Commerce, acting through the Maritime 
Administration, to assume the additional duties and responsibilities of 
an escrow agent or trustee of funds accruing from the public sale of 
bonds issued by vessel operators to finance the construction of new 
vessels. A copy of our decision in that case is enclosed. 

Whether legislation should now be enacted to specifically authorize 
the assumption of such additional duties and responsibilities would 
appear to involve consideration of the following primary questions of 
— y: 

‘The insurance of loans and mortgages financed by the sale of 
seal to the public, with a private trust company acting as trustee 
of the proceeds of such sale, is presently authorized under title XI 
of the act. Should the Government now enter this field of private 
business activity? 

2. The bill contemplates savings to vessel operators resulting prin- 
cipally from interest rates lower than the rates obtainable if bonds are 
issued with a private banking institution acting as escrow agent. If 
this is true, would the amount of such savings justify the assumption 
of fiduciary duties and responsibilities by the United States 

3. One anticipated result of the proposed escrow arrangement is 
to increase the marketability of bonds, which are issued subject to such 
arrangement, by making such bonds fully insured and/or guranteed 
by the Government. As such, the bonds apparently would not be 
subject to the restrictions imposed by title 12, United States Code, 
Section 24 and title 12, United States Code, section 335, and such 
bonds would be available for unrestricted investment by national 
banks and by member banks of the Federal Reserve System. Should 
the number and types of this class of investments be increased by 
enactment of the legislation now proposed? 
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4, Since no insurance obligation on the part of the United States 
is contemplated under the bill until such time as the proceeds from 
sale of bonds are deposited in escrow with the Secretary of Commerce, 
can such bonds, uninsured at the time of sale, properly be classified 
and sold as Government-insured bonds? 

In view of the above questions of policy, we make no recommenda- 
tion with respect to enactment of H.R. 7772. However, in the event 
these questions are decided in the affirmative, we would like to offer 
the following comments for your additional consideration. 

Lines 7 and 8, page 1, of the bill would amend the present restric- 
tion on the amount of insurance payable at default in section 1101(f) 
by adding “in respect of the unpaid balance of the principal of a 
mortgage or loan.” We have no information relative to the purpose 
to be served by this amendment and, in view of the specific provisions 
in the remaining portions of the bill for payment of insurance in 
excess of the section 1101(f) restriction where an escrow fund is held 
by the Secretary of Commerce, we question the necessity for this 
amendment and suggest that it be deleted. 

As indicated above, we understand the request for this legislation 
is based upon, and limited to, the need for depositing the proceeds of 
bonds sold to the public in escrow with the Secretary of Commerce. 
However, the provisions of section 1109(2), as proposed by section 6 
of the bill, are not so limited and, consequently, may be interpreted to 
authorize the establishment of escrow accounts under all types of 
borrowing. In view thereof, your committee may wish to add the 
phrase “‘which are financed by sale of bonds to the general public,” 
immediately following the word “mortgages,” in line 10, page 3, of 
the bill. 

We assume that the word “thereon” in line 18, page 3, of the bill 
refers to the full amount of the mortgage or loan, even though a 
portion of such amount may be retained by the borrower under 
proposed section 1109(a) instead of being deposited into the escrow 
fund. If so, we suggest that the phrase ‘‘on the full amount of the 
loan or mortgage”’ be substituted for the word “thereon.” 

Section 1109(b), as proposed by the bill, would require the Secre- 
tary of Commerce to pay interest and principal as specified in the 
escrow agreement. Assuming bonds were issued and sold to the 
public under a trust indenture it would appear that the Secretary 
could be required by the terms of the escrow agreement to make 
interest payments either directly to the individual bondholders or to 
the trustee named in the trust indenture. Payment of interest to 
the individual bondholders under several hundred potential escrow 
accounts could result in a considerable administrative burden. 
Additionally, under the provisions of section 1101(d) of the present 
act, it would appear that no direct obligation on the part of the 
United States to bondholders was intended under title XI. In the 
interest of clarification it is therefore suggested that section 1109(b) 
be amended to either specifically direct payment of interest to the 
trustee or to the individual bondholders. 

The phrase “‘subject to the application of mortgage provisions con- 
templated by section 1104(a)(10) of this act’”’ in lines 6 and 7, page 4, 
apparently refers to that portion of section 1104(a)(10) w hich author- 
izes the insertion of a provision in mortgages on completed passenger 
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vessels under which the sole recourse by the United States against the 
mortgagor in the event of default shall be limited to repossession of 
the vessel. The effect of the above-quoted provision would be to 
extend the sole recourse provision of section 1104(a)(10) to insured 
loans during the construction period of a passenger vessel. In the 
event of default during the construction of a passenger vessel, such 
sole recourse provision would therefore operate to preclude “any 
amount becoming due to the Secretary of Commerce from the bor- 
rower or mortgagor with respect to the insured loan or mortgage” 
under subsection 1109(b)(1). Consequently, under subsection 1109 
(b)(2) all amounts remaining in the escrow account at time of de- 
fault would be payable to the borrower or mortgagor and would not 
be available to discharge the Government’s obligations under the in- 
surance contract. We fail to see any valid reason why amounts re- 
maining in the escrow account at time of default should be returned 
to the mortgagor, rather than set off against payment of the insurance 
obligation. We therefore suggest that the phrase quoted above be 
deleted from the proposed section 1109(b). 

The proposed section 1109(b) would also provide, in lines 7 and 8, 
page 4, of the bill, that all amounts in the escrow fund at the time in- 
surance becomes pavable shall “be paid into the Federal ship mortg»ge 
insurance fund.”’ However, under the amendment to section 1104(f), 
as proposed by section 5 of the bill, all escrow funds would be deposited 
into the fund asreceived. We therefore suggest that the above-quoted 
phrase be deleted from lines 7 and 8, page 4. 

With respect to the proposed section 1109(d) it is our opinion that 
moneys in escrow should be invested in the same manner as the Fed- 
eral ship mortgage insurance fund, as prescribed in section 1102. 
We therefore suggest that section 1109(d) be amended to read as 
follows: 

‘““(d) Escrow funds received by the Secretary of Commerce under 
this section may be invested in bonds or other obligations of, or guar- 
anteed as to principal and interest by, the United States.” 

We believe that the authority granted under the proposed section 
1109(f) is broader than necessary or intended and could well result in 
the Government incurring liabilities in excess of those intended by 
section 1109. We therefore suggest that the phrase “may consider 
necessary to fully protect the interests of the United States” be sub- 
stituted for the word ‘‘prescribe” in line 11, page 5. 

While we are in agreement with the proposal in section 4 of the bill 
authorizing the Secretary of Commerce to charge and collect for serv- 
ices in connection with the escrow fund, your committee may wish to 
consider the desirability of raising the present ceiling of one-half of 1 
percent for service charges which is presently contained in section 
1104(e) to correspond with and compensate for the additional service 
contemplated by H.R. 7772. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Sections 1101, 1102, 1104(d)-(f), anp 1109 or THE MERCHANT 
Marine Act, 1936, as AMENDED 


TITLE XI—FEDERAL SHIP MORTGAGE INSURANCE 


Sec. 1101. As used in this title— 

(a) The term ‘‘mortgage”’ includes a preferred mortgage as defined 
in the Ship Mortgage Act, 1920, as amended, and a mortgage which 
will become a preferred mortgage when recorded and endorsed as re- 
quired by the Ship Mortgage Act, 1920, as amended; 

(b) The term ‘loan’ includes any loan or advance of credit other 
than a mortgage loan; 

(c) The term ‘‘vessel’’ includes all types of passenger, cargo, and 
combination passenger-cargo carrying vessels, tankers, tugs, towboats, 
barges, and dredges documented under the laws of the United States, 
and fishing vessels owned by citizens of the United States; 

(d) The term “mortgagee” includes the original maker of a loan 
secured by a mortgage and his successors and assigns, except that in 
the case of a mortgage involving a trust indenture and an issue of 
bonds or notes thereunder, it means the trustee designated in such 
trust indenture and his successors and assigns as trustee, but does not 
include the holders of the bonds or notes issued under such trust in- 
denture; and the term ‘lender’ includes the original maker of any 
loan or advance of credit other than a loan secured by a mortgage, 
and his successors and assigns, except that in the case of a loan or ad- 
vance of credit involving a trust indenture and an issue of bonds or 
notes thereunder, it means the trustee designated in such trust in- 
denture and his successors and assigns as trustee, but does not include 
the holders of the bonds or notes issued under such trust indenture; 

(e) The term ‘mortgagor’ includes the original borrower under a 
mortgage and his successors and assigns approved by the Commission; 
and 

(f) The term “actual cost’’ of a vessel as of any specified date 
means the aggregate as determined by the Secretary 01 Commerce of 
(i) all amounts paid by or for the account of the mortgagor or borrower 
on or before that date, and (ii) all amounts which the mortgagor or 
borrower is then oblizated to pay from time to time thereafter, for 
the construction, reconstruction or reconditioning (including design- 
ing, inspecting, outfitting, and equipping) of such vessel: Provided, 
That in no event shall the Secretary of Commerce pay as insurance 
under this title in respect of the unpaid balance of the principal of a 
mortgage or loan an amount in excess of 75 per centum, or 87); per 
centum, as the case may be, of the amount paid by or for the account 
of the mortgagor or borrower for the construction, reconstruction, or 
reconditioning (including designing, inspecting, outfitting, and 
equipping) of such vessel, except that if the mortgagor or borrower creates 
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an escrow fund as authorized by section 1109 of this Act, the amount 
that shall be paid as insurance is the interest on and the unpaid balance 
of the principal of such loan or mortgage. 

Sec. 1102. There is hereby created a Federal Ship Mortgage 
Insurance Fund (hereinafter referred to as the ‘“fund’’) which shall 
be used by the Secretary of Commerce as a revolving fund for the 
purpose of carrying out the sreraens, of this title, and there shall 
be allocated to such fund the sum of $1,000,000 out of funds made 
available to the Secretary of Commerce under the appropriation 
authorized by [section 1109 (46 U.S.C, 1279) ] section 1110 of this Act. 
Moneys in the fund shall be de codeed ts in the Treasury of the United 
States to the credit of the fund or invested in bonds or other obliga- 
tions of, or guaranteed as to principal and interest by, the United 
States. 


* * ox . * na a 
Sec. 1104. (a) * * * 
* ~ * . + ~ ~ 


(d) The Secretary of Commerce is authorized to fix a premium 
charge for the insurance of mortgages and loans under this title. In 
the case of any mortgage insured under section 1103(a) (46 U.S.C. 
1273(a)), such charge shall not be less than one-half of 1 3 centum 
per annum nor more than 1 per centum per annum of the average 
principal amount of the mortgage outstanding, except that a lower 
charge may be fixed for that amount of insurance equal to the amount of 
funds deposited in escrow with the Secretary of Commerce pursuant to 
section 1109 of this Act. In the case of loans insured under section 
1103(b) (46 U.S.C. 1273(b)), such charge shall not be less thai one- 
quarter of 1 per centum per annum nor more than one-half of 1 per 
centum per annum of the average principal amount of the loan out- 
standing, except that a lower charge may be fixed for that amount of 
insurance equal to the amount of funds deposited in escrow with the 
Secretary of Commerce pursuant to section 1109 of this Act. Premium 
payments shall be made when moneys are first advanced under the 
mortgage or loan agreement and on each anniversary date thereafter. 
All such premium charges shall be computed and shall be payable to 
the Secretary of Commerce under such regulations as the Secretary 
of Eneeres may prescribe. 

) The Secretary of Commerce shall charge and collect such 
Besser as he may deem reasonable for the investigation of applica- 
tions for insurance, for the appraisal of properties offered for insurance, 
for the issuance of commitments, for services in connection with the 
escrow fund authorized by section 1109 of this Act, and for the inspec- 
tion of such properties during construction, reconstruction, or re on- 
ditioning: Provided, That such charges shall not aggregate more than 
one-half of 1 per centum of the original principal amount of the 
mortgage or loan to be insured. Unless otherwise agreed, the charge 
for any such services shall be paid by the mortgagor or the borrower. 

(f) All moneys received under [the provisions of sections 1101-1109 
(46 U.S.C. 12 71-12 79) of] this title shall be deposited in the fund. 


* * a * + * * 
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Sec. 1109. (a) In connection with the insurance of loans and mort- 
gages, the Secretary of Commerce is authorized to accept a — m 
escrow in an amount which at the time of such deposit is equal to (1) the 
excess of the principal of such loan or s tisans out 75 0° Gata 87% 
per centum, as the case may be, of the amount paid by or for the account 
of the mortgagor or borrower for the construction, reconstruction, or 
reconditioning (including designing, inspecting, outfitting, and equipping) 
of the vessel, (2) with interest thereon for the period of the escrow agree- 
ment. 

(b) The Secretary of Commerce shall, as specified in the escrow agree- 
ment, disburse the escrow fund to pay amounts the mortgagor or borrower 
is obligated to pay as interest on such loan or mortgage or for the con- 
struction, reconstruction, or reconditioning (including designing, inspect- 
ing, outfilting, and equipping) of the vessel, except that if insurance 
becomes payable under the insurance contract prior to the termination of 
the escrow agreement, all amounts in the escrow fund at the time such 
insurance becomes payable (including realized income which has not 
yet been paid to the borrower or mortgagor) shall, subject to the application 
of mortgage provisions contemplated by section 1104(a)(10) of this Aet, 
be paid into the Federal Ship Mortgage Insurance Fund and (1) be 
credited against any amounts due or to become due to the Secretary of 
Commerce from the borrower or mortgagor with respect to the insured loan 
or mortgage and (2) to the extent not so required, be paid to the borrower 
or mortgagor. 

(c) Lf insurance has not become payable under the insurance coniract 
prior to the termination of the escrow agreement, any balance of the escrow 
fund at the time of such termination shall be disbursed by the Secretary of 
Commerce to prepay the excess of the principal of the loan or mortgage 
over 75 per centum, or 87% per centum, as the case may be, of the actual 
cost of the vessel to the extent paid, and to pay interest on such prepaid 
amount of principal, and the remainder of such balance of the escrow fund 
shall be paid to the borrower or mortgagor. 

(d) The Secretary of Commerce may invest or reinvest all or any part 
of the escrow fund i marketable interest-bearing obligations of the 
United States and its agencies (including the Federal National Mort- 
gage Association, Federal land banks, Federal intermediate credit banks, 
Federal home loan banks, and banks for cooperatives) or in obligations 
fully guaranteed and/or insured by the United States with such maturi- 
ties that such fund will be available as required for purposes of the 
escrow agreement. 

(e) Any income realized on the escrow fund shall, upon recerpt by the 
Secretary of Commerce, be paid to the borrower or mortgagor 

(f) The escrow agreement shall contain such other terms as the 
Secretary of Commerce may prescribe. 

Sec. [1109] 11/0. There is hereby authorized to be appropriated 
the sum of $1,000,000 and such further sums as may be necessary to 
carry out the provisions of this title. 


O 
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PROHIBITING THE EXAMINATION IN DISTRICT OF COLUMBIA 
COURTS OF ANY MINISTER OF RELIGION IN CONNECTION WITH 
COMMUNICATIONS MADE BY OR TO HIM IN HIS PROFESSIONAL 
CAPACITY, WITHOUT THE CONSENT OF THE PARTIES TO SUCH 
COMMUNICATIONS 





JuLy 9, 1959.—Referred to the House Calendar and ordered to be printed 


Mr. McMrttan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H.R. 4192] 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 4192) to prohibit the examination in District of 
Columbia courts of any minister of religion in connection with com- 
munications made by or to him in his professional capacity, without 
the consent of the parties to such communications, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill H.R. 4192 do pass. 

The purpose of this legislation 1s to prohibit the examination in the 
District of Columbia courts of any priest, clergyman, rabbi, or otber 
minister of any religion in connection with any communication made 
by or to him in his professional capacity without the consent of the 
parties to such communication. 

Under existing law in the District of Columbia physicians are the 
only professional people who are specifically exempt from testifying 
in regard to information obtained in their professional capacity; this 
does not apply in criminal cases where the accused is charged with 
causing death or personal injury. 

Many other jurisdictions have made information obtained by 
ministers of religion a privileged matter and do not require such 
ministers to disclose in court confidential communications. 

Under common law, the following rule has been followed unless 
Statutes have been enacted to the contrary: 


Under the common law, communications to clergymen, or 
other church or ecclesiastical officers, are not privileged, 
although judges have been reluctant to compel the disclosure 
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2 EXAMINATION IN D.C. COURTS OF MINISTERS OF RELIGION 


of such communications; that rule still obtains except inso- 
far as it has been changed by statute (58 Am. Jur. 296; see 
also 22 A. L. R. 2d 1154 citing cases). 

In view of a recent case in the District of Columbia municipal court 
on about March 12, 1957, MacArthur v. MacArthur, presiding judge, 
Frank H. Myers, a case in which a minister was required to testify, it 
was felt that the ability of a minister of religion to be of assistance to 
the people who come to them for help or spiritual guidance would be 
seriously hampered without the enactment of this bill. 


O 
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PROVIDING THAT THE TAX EXEMPTION HERETOFORE ACCORDED 
THE VETERANS OF FOREIGN WARS WITH RESPECT TO CERTAIN 
PROPERTY IN THE DISTRICT OF COLUMBIA, FORMERLY OWNED 
BY SUCH ORGANIZATION BUT NEVER USED FOR ITS INTENDED 
PURPOSE, SHALL APPLY INSTEAD TO OTHER PROPERTY SUB- 
SEQUENTLY ACQUIRED AND USED FOR THAT PURPOSE 


Juty 9, 1959.—Committed to the Committee of the Whole House and ordered 
to be printed 


Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany H.R. 7683] 


The Committee on the District of Columbia, to whom was referred 
the bill (H.R. 7683) to provide that the tax exemption heretofore 
accorded the Veterans of Foreign Wars with respect to certain property 
in the District of Columbia, formerly owned by such organization 
but never used for its intended purpose, shall apply instead to other 
property subsequently acquired and used for that purpose, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill H.R. 7683 do pass. 

In the 83d Congress Public Law 510 was enacted to exempt certain 
property of the Veterans of Foreign Wars from taxation in the District 
of Columbia. The property originally exempted by Public Law 510 
was unimproved and was rented for commercial parking facilities and 
has always been in a taxable status. 

One-half of square 724 is presently occupied by the Senate Office 
Building. The United States, in order to complete an assembly of 
the remaining available lots in square 724, filed a declaration of taking 
of the property owned by the Veterans of Foreign Wars. The Veterans 
of Foreign Wars, in anticipation of this move by the Government, 
acquired, by deed recorded September 19, 1956, lots 19, 20, and 38 
in square 757, the property to which reference is made in H.R. 7683. 
Real estate taxes assessed against this property have been paid 
through June 30, 1959. 
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2 TAX EXEMPTION ACCORDED THE VETERANS OF FOREIGN WARS 


At the present time, the assessed value of this unimproved property 
is $30, 852 and real estate taxes assessed at the current rate are $709.60. 

The purpose of this legislation is to provide that the tax exemption 
accorded the Veterans of Foreign Wars with respect to certain property 
in the District of Columbia shall apply instead to the square and lot 
numbers described in this legislation. 
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86TH CONGRESS HOUSE OF REPRESENTATIVES REPORT 
Ist Session No. 649 


PROVIDING FOR A STUDY OF THE FEASIBILITY OF 
ESTABLISHING THE PRESIDENT ADAMS PARKWAY 





Jury 9, 1959.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Fatuon, from the Committee on Public Works, submitted 
the following 


REPORT 


[To accompany H.R. 7125] 


The Committee on Public Works, to whom was referred the bil 
(H.R. 7125), to provide for a study of the feasibility of establishing 
the President Adams Parkway, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu the 


following: 


That there is hereby authorized to be appropriated a sum not exceeding 
$25,000 to be used by the Department of the Interior through the National 
Park Service and by the Department of Commerce through the Bureau of Public 
Roads to make a joint survey of a route for a national memorial parkway to be 
known as the President Adams Parkwav in memory of John Adams and John 
Quinev Adams, second and sixth Presidents of the United States. The survey 
shall extend from Faneuil Hall, Boston, Massachusetts, to Plymouth, Massa- 
chusetts, via Quincey, Massachusetts (in the vicinity of the homes and burial 
places of John Adams and John Quincy Adams). An estimate of cost of con- 
struction of the national parkway or any portions thereof found to be practicable 
by said survey, together with such other data as will be valuable, shall be obtained 
with the objective of determining the desirability of authorizing the construction 
of the parkway or any portion thereof. A report of the survey, upon its comple- 
tion, shall be transmitted to the Congress by the Secretary of the Interior and the 
Secretarv of Commerce, together with their recommendations thereon. 

Sec. 2. The Secretary of the Interior and the Secretary of Commerce are 
hereby directed to complete such joint survey within one year after the enactment 
of this Act. 
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2 FEASIBILITY OF ESTABLISHING THE PRESIDENT ADAMS PARKWAY 


EXPLANATION OF THE BILL 


The purpose of H.R. 7125 is to provide authority for making a 
survey of a proposed President Adams Parkway in Massachusetts 
so that its feasibility may be determined by Congress. 

As amended by the committee, the bill authorizes an appropriation 
of not more than $25,000 to be used by the Department of the Interior 
through the National Park Service and by the Department of Com- 
merce through the Bureau of Public Roads to make a joint survey of a 
proposed route for a national memorial parkway to be known as the 
President Adams Parkway. 

The survey would determine the feasibility of establishing such a 
parkway, the extent to which portions of existing highways and road- 
wavs could be used, the possibilities for development and adminis- 
tration in cooperation with the Massachusetts State Highway Depart- 
ment, and estimates of the cost. 

The development of a route such as the proposed President Adams 
Parkway has been advocated for a number of years, not only by the 
State of Massachusetts but by numerous individuals who have an 
abiding interest in the great historical treasures of our Nation. The 
proposed route to be surveyed covers some of the most historical sites 
in the United States. It runs through territory that covers the early 
beginnings of our country and the days of the American Revolution. 
The route would extend roughly from Faneuil Hall, in Boston, to 
Plymouth. It covers hallowed ground in which all citizens of the 
country can take great pride as part of their national heritage. Among 
the scenes and incidents that would be covered by the proposed route 
are the Old State House in Boston, Paul Revere’s home, the Old 
North Church, Dorchester Heights, the home of two American 
Presidents—John Adams and John Quincy Adams—the site of the 
first railroad constructed in the United States—Quincy, \ass.—and 
finally, Plymouth Rock, the landing place of the Pilgrims. This 
proposed route would connect some of the most historic sites in our 
Nation’s history. It is an area that is traversed literally by thousands 
of visitors each year. 





COMMITTEE AMENDMENT 


Since all presently established national parkways are under the 
jurisdiction of the National Park Service of the Department of the 
Interior, and since the Department of Commerce recommended that 
any study as proposed in the bill should be undertaken jointly with 
the Department of Interior, the committee amended the bill accord- 
ingly. 

DEPARTMENT VIEWS 


While the Department of Commerce, in a letter to the chairman, 
dated July 8, 1959, recommended against enactment of the bill as 
introduced, representatives of the Department testified at the com- 
mittee hearing that they would not object to the bill, as amended. 
The Department report on the bill, as introduced, follows: 
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FEASIBILITY OF ESTABLISHING THE PRESIDENT ADAMS PARKWAY 3 


THE SECRETARY OF COMMERCE, 
Washington, D.C., July 8, 1959. 
Hon. Cuartes A. Bucktey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuatrman: This is in reply to your request for the views 
cf this Department concerning H.R. 7125, H.R. 7143, and H.R. 7151, 
identical bills to provide for a study of the feasibility of establishing 
the President Adams Parkway. 

The bills would authorize the appropriation of $25,000 for a study 
to be conducted by the Secretary of Commerce concerning the feasi- 
bility of establishing a parkway between Faneuil Hall in Boston to 
Plymouth, Mass., via Quincy, Mass., in memory of Presidents John 
Adams and John Quincy Adams. 

The Department recommends against the enactment of the pro- 
posed legislation. 

The proposed route of the parkway is in the traffic corridor of 
Massachusetts State Highway 37C from Faneuil Hall to Neponset and 
State Highway 3 from Neponset to Plymouth, both of which are in- 
cluded in the Federal-aid primary system. Also lying in this traffic 
corridor and on the Federal-aid primary system is the Southeast Ex- 
pressway, which the State proposes to develop to freeway standards 
to adequately handle the traffic needs. 

Prior to the addition of the Southeast Expressway to the Federal- 
aid primary system, the State of Massachusetts conducted extensive 
studies of traffic conditions in the area now proposed for study under 
the pending legislation. In view of the studies already conducted by 
the State in this traffic corridor and the intent of the State to develop 
a facility to freeway standards to handle anticipated traffic in the 
area, it does not appear that further studies are necessary or that an 
additional route could be economically justified from the standpoint 
of traffic service under any reasonable estimate of need at this time. 

In view of the foregoing, the Department would recommend 
a the enactment of legislation such as that proposed by the pend- 
ing bills. 

By way of additional observation, all presently established national 
parkways are under the jurisdiction of the National Park Service of 
the Department of the Interior. Any undertaking of a study con- 
cerning a proposed national parkway by the Department of Commerce 
without the joint efforts and cooperation of the Department of the 
Interior, therefore, would seem inappropriate. 

We have been advised by the Bureau of the Budget that it 
would interpose no objection to the submission of this letter. 
Sincerely yours, 
Freperick R. MvueELter, 
Acting Secretary of Commerce. 


The Committee on Public Works believes that a survey of the 
proposed President Adams Parkway is needed and worthwhile and 
recommends unanimously that H.R. 7125 be enacted. 
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